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Executive Summary 


1.1 Introduction 

Naledi Local Municipality (NLM) is a Category B municipality situated in the western part of the Dr 
Ruth Segomotsi Mompati District in the North West Province. It is bordered by the Ngaka Modiri 
Molema District in the north, Greater Taung in the south, Mamusa in the east and Kagisano-Molopo 
in the west. NLM represents the communities of Vryburg, Kismet Park, Huhudi, Colridge, 
Dithakwaneng, Stella, Devondale, Broedersput and a newly developed extension 25/28. 

The municipality has a total population of 68,803 based on the 2016 Community Survey which was 
performed by Statistics South Africa. Agriculture remains the core economic activity in the area. NLM 
is known for its livestock farming activities. 

The Municipality is currently faced with numerous financial problems which impact, amongst others, 
on its ability to meet its financial commitments and the provision of sustainable basic services. Given 
the urgency to ensure sustainable service delivery to communities and financial sustainability, the 
development and implementation of a Financial Recovery Plan (“the Plan”) is seen as a critical way 
forward for NLM. 

1.2 Methodology in Developing the Financial Recovery Plan 


Given the nature of the financial problems a detailed assessment needed to be undertaken to ensure 
that the key objective of developing a holistic Plan was indeed achieved. 

The approach adopted in the development of the financial recovery plan involved an analysis of 
relevant documentation to ascertain institutional, service delivery, infrastructure and financial 
challenges impacting on the performance and service delivery imperatives of the municipality. This 
was also supplemented by a two day workshop, with amongst others senior officials of NLM, at the 
municipality on the 28 th of February and the 1 st of March 2018. This was undertaken with a view to 
inform the development of a holistic Plan for NLM. 

This Plan sets out the outcomes of the analysis and engagements and provides key strategies to be 
implemented in securing the municipality’s ability to meet its financial commitments and obligations to 
provide sustainable basic services. 

1.3 Summary of Status Quo Assessment 

The Financial Recovery Plan has been prepared due to the fact that NLM has financial challenges 
and is experiencing severe cash flow challenges. These challenges can only be addressed when the 
underlying causes are identified and fully understood. 

This section of the Plan provides a summary of the organisational structure, human resource and 
institutional matters as well as the service delivery, infrastructure and financial challenges being 
experienced by NLM. 
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1.3.1 Organisational Structure, Human Resources and Institutional Matters 


1.3.1.1 Institutional/ Go vernance Challenges 

The NLM is experiencing several institutional and governance challenges. In order to determine the 
challenges and root causes for the challenges a status quo assessment was performed based on 
information currently available, in relation to the organisational structure, human resources 
management and institutional matters. The challenges identified are discussed in the paragraphs to 
follow. 


Council 

Naledi Municipality is a Category B Municipality situated in the Dr Ruth S Mompati District of South 
Africa’s North West Province, representing the communities of Vryburg, Kismet Park, Huhudi, 
Colridge, Dithakwaneng, Stella and Devondale. 

The Naledi Local Municipality consists of twenty (20) councillors, ten (10) of which have been elected 
in wards and ten through the proportional representation system. 

Section 79 and 80 Committees 

The Mayor is the chairperson of the Committee which includes three (3) Section 79 Committees 
chaired by senior councillors. The following committees exist: 

Finance and Human Resource Committee; 

Infrastructure Committee; 

Community Services Committee 


The committees are functional and operational and sit regularly. 

Council meetings take place quarterly according to a year plan. 

Ward Committees 

The Municipality is divided into 10 wards and 10 ward committees have been established during the 
2016/2017 financial year. Each Ward Committee is chaired by a ward Councillor. 

Not all ward committees are operational and functional but the Speaker is intervening to capacitate 
the ward committees to fulfil their roles. 


Municipal Public Accounts Committee (MPAC) 

The Municipal Public Account Committee (MPAC) is in place but needs to become operational and 
functional. MPAC member need to be capacited so as to understand their roles and responsibilities. 

There has been postponement of meeting due to the unavailability and lack of commitment of some 
members, especially the chairperson. 

Audit Committee, Risk Management and Risk Governance 

The NLM has adopted the Dr. Ruth Segomotsi Mompati District Framework & Policy which is in line 
with the Public Sector Risk Management Framework as its risk management standard. 
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The District Municipality’s Risk Management Unit renders support for Risk Management to the NLM. 

The NLM reviews the risk register annually and update the risk register quarterly and develops a risk 
management strategy to direct the institution’s risk management priorities. Line management are 
responsible for identifying, evaluating and managing both risks and opportunities in their 
responsibility areas, with technical and operational support provided by the District Municipality’s risk 
management unit. 

According to the Auditor General, the audit committee and internal audit fulfilled their functions, 
however, management did not adequately respond to the concerns raised by the audit committee, 
and did not implement all recommendations made by internal audit resulting in the internal control 
environment over financial and performance information and compliance with laws and regulations 
being ineffective. 

The Auditor General raised the following finding in the AGSA 2016-2017 Management Report dated 
23-11-2017: 

“Finding 

Contrary to the above, we were unable to confirm that the Audit and Performance committee 
submitted, at least twice during a financial year, an audit report on the review of the 
performance management system to the council. 

Cause 

Oversight of Audit and Performance Committee 

Impact 

Noncompliance to the Municipal Planning and Performance Management Regulations (GNR 
796 of 24 August 2001) Reg 14(4)(a)(iii) 

Internal control deficiency 

Leadership 

Council did not ensure that the audit committee promotes accountability and service delivery 
through evaluating and monitoring responses to risks and providing oversight over the 
effectiveness of the internal control environment including financial and performance reporting 
and compliance with laws and regulations 

Recommendation 

The Audit and Performance Committee should ensure that at least twice during a financial 
year, they report on the review of the performance management system to the council. ” 

Anti-corruption is managed by the Office of the Speaker. The Municipality adopted an anti-corruption 
policy and established a committee which report to the Speaker. 


Information Communication Technology and Websites 

The Municipality is facing a serious challenge with regard to their information communication 
technology and electronic systems due to the use of old and outdated technology and also a lack of 
reliable support systems and infrastructure. 

The Municipal website is not functional due to the licence not being renewed in time. 
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Public Satisfaction on Municipal Services 

Public satisfaction on municipal services is of a concern. This financial recovery plan should assist 
the municipality to improve on financial management and service delivery. 

Local Labour Forum 

A Local Labour Forum has been established but did not sit due to members not availing themselves 
for meetings. 

Top Management 

The Administrative Governance Structure comprise of four (4) municipal departments aligned to the 
municipal functions and responsibilities. 

Except for the posts of Executive Manager Corporate Services and the Municipal Manager, all other 
top management posts are vacant. 

The filling of the top management vacancies is a priority to ensure stability within and sustainable 
service delivery. 

Governance Policies and By-laws 

Corporate governance is the set of processes, practices, policies, laws and stakeholders affecting the 
way an institution is directed, administered or controlled. Corporate governance also includes the 
relationships among the many stakeholders involved and the goals for which the institution is 
governed. 

The Auditor General recommended that all bylaws be reviewed to ensure: 

• Application across the municipal areas and 

• That it is politically and legally appropriate; 


All policies and related bylaws of the Municipality need to be reviewed, approved and adopted to 
meet legislative requirements. 

Institutional Performance Management 

As required by the Municipal Systems Act 32 of 2000 (MSA), municipalities must adopt performance 
management systems to measure and evaluate performance in priority areas, which are to be 
reported annually to citizens and other spheres of government. 

The Municipality have a Performance Management Policy Framework, dated 2014/15, which needs 
to be reviewed. 


During the same audit on performance information it was found that the 2016/17 top layerSDBIP was 
approved late and was not made public. (Source: The AGSA 2016-2017 Management Report 23-11- 
2017). The municipality should develop the technical SDBIP. 

The municipality is performing with regard to the quarterly performance assessments in terms of the 
KPI’s captured in the SDBIP and also did the mid-term review in terms of the PMS. 

Plowever, there is a need to review the PMS Policy to ensure relevancy and consistency in terms of 
monitoring and reporting on overall performance of the municipality. 
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Systems of Delegation 

The delegation framework needs to be reviewed, refined and implemented. 

The delegation framework was not reviewed, refined and implemented since 2014/2015 hence the 
AG on several occasions raised and audit opinion on “management that does not have a sufficient 
delegation of authority in place to ensure that all individuals' duties are completed in their absence”. 


Organisational Development Challenges 

The Municipality is experiencing significant organisational weaknesses which should be addressed to 
ensure sound governance and administrative practices. 


Organisation Structure 

Since the current organisational structure and staff establishment of the municipality is bloated 
especially at the top and middle management and unaffordable, a fully-fledged organisational review 
is required to identify the challenges and to restructure the staff establishment to ensure affordability 
and efficiency. 


1.3.1.2 Human Resource Management 
Human Resources Strategy 

The Municipality needs to develop, approve and implement a human resources strategy/plan to 
complement their needs and requirements to ensure sound and sustainable human resources 
management. 

HR Policies and Procedures 

The HR Policies of the Municipality should be reviewed, adopted and implemented constantly to 
ensure all the applicable latest legislation and guidelines are captured and applied within the 
Municipality to ensure consistency within the local government sphere. 


Individual Performance Management 

Performance contracts of municipal manager and section 56 managers should exist as per relevant 
legislation. 

The need for a policy framework is very much relevant and need to be focused on. 


Skills and Competencies 

There should be a strategy to enhance skills development and the training for staff. The municipality 
must improve on its competencies assessment of officials to ensure compliance to the relevant 
legislation and prescripts. 
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Labour Disputes 

Sound labour management practices to ensure compliance to relevant legislation and ensuring 
consistence application thereof is fundamental to proper governance and service delivery and the 
municipality must ensure that labour disputes are managed according to the Collective Agreements. 


Change Management Challenges 

A change management strategy to give effect to the changes envisaged in order to improve the 
operations of the municipality should be developed and implemented. 

Leave Management and Absenteeism 

Leave management and absenteeism is not managed properly by the municipality according to the 
following audit finding: The AGSA 2016-2017 Management Report: 

“Audit finding 

Leave policy dated 28 March 2013 states that: 

a) Unpaid leave is discouraged and will only be granted in exceptional circumstances at the 
discretion of the Corporate Service Executive Manager. 

b) Only those employees who have used their full leave entitlement will be considered. 

c) Annual leave will not be accrued during unpaid leave, and any bonus or incentive on returning 
from unpaid leave, will be pro-rated to reflect the period of absence. 

d) In all cases of unpaid leave, provision is to be made for deductions from the employee’s salary to 
maintain contributions to Provident/Pension and Medical Aid funds. 

The municipality is not adhering to the collective agreements as it related to leave management.lt 
was noted during the audit that unpaid leave is not managed according to the policy. Instead, 
employees who are absent from duty are marked as absent and the leave days are deducted from 
their salaries. There is no consequences for absenteeism i.e. employees are not charged in terms of 
the disciplinary code. 

Cause 

There is a lack of monitoring, poor supervision and non-implementation of procedures in place.” 

There is a definite challenge with regard to leave management in the municipality especially the 
accruement and leave administration 

Total Actual Employee Cost and Numbers 

The norm for employee costs as a percentage of the total operational cost if provided for in circular 
71 of MFMA The trends on employee cost has shown significant increase. 


1.3.1.3. Legal and Contract Management 

In order for the Municipality to exercise its constitutional mandate regarding Legal and Contract 
Management, the following were determined: 

• The municipality does not have a contract register 

• The Municipality did not take timeous and adequate action to address weaknesses in the 
handling of legal matters as well as contract management within the supply chain 
management and corporate directorate, which resulted in non-compliance with applicable 
legislation / unnecessary litigation (which could be settled) and gave rise amongst other 
things to unauthorized, fruitless and wasteful and irregular expenditure. 


10 




Naledi Local Municipality: Financial Recovery Plan 


• The Municipality did not ensure that internal control procedures were developed, implemented 
and monitored to ensure that daily disciplines were performed and reviewed regarding legal 
matters and contract management. 

• The municipality has not implemented controls in the SCM unit to review and monitor 
compliance with applicable laws and regulations. 

• The municipality should immediately start with a process of addressing the reviewing of the 
job description of personnel in the Legal Department. 


1.3.2. Infrastructure and Service Delivery Matters 

The Naledi LM is providing the following services in the communities in the respective towns and 
townships: 

> Water Supply and Sanitation (with RSMDM); 

> Roads and Storm water; 

> Electricity Supply (municipality and ESKOM); 

> 

> Environmental Management (District municipality); 

> Solid Waste Management and refuse removal 

> Community and Recreational Facilities; 

> Library services; 

> Traffic and Licensing; 

> Fire services; 

> Planning and Pluman Settlement; 

> Local Economic Development. 

NLM renders certain services under extraordinary conditions with the infrastructure of Water and 
Sanitation being owned by the RSMDM, whilst NLM in terms with an existing SLA, is responsible for 
maintenance of the infrastructure, with NLM not being eligible for any MIG funding for upgrading 
and/or rehabilitation of the Water and Sanitation infrastructure. 


A general maintenance plan must be developed for all municipal services. 

The infrastructure in the NLM is generally in a poor condition, with the following challenges being the 
most prevalent: 

> Water and Sanitation 

o Water 

■ Inadequate supply of bulk water i.e. boreholes and district supply; 

■ Lack of monitoring equipment on water; 

■ External and reticulation water lines in need of upgrading; 

■ Service delivery vehicles shortage, 
o Sanitation 

■ Relative roles of responsibility for service provision by becoming a WSA; 

■ Bulk and reticulation sewer lines in need of rehabilitation and upgrading to 
address future growth; 

■ Service delivery vehicles shortage. 

> Electricity 

o Non-monitoring of Bulk Electricity/ Purchases; 
o Loss of Electricity/Revenue; 

o Provide integrated service to Huhudi because of proximity; 

o Installation of smart meters in the entire municipal jurisdiction; 

o Revenue enhancement and economic stimulation from electricity sales - Solar Farm. 

> Roads 

o Engagement with SANRAL to address maintenance of national roads; 
o Engagement with district municipality on access roads; 
o Provision of new internal connector roads; 
o General rehabilitation and maintenance of internal roads. 
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> Community Services/LED Unit 

o Obsolete vehicles and equipment; 
o Poor housing services management; 
o .Poor management of traffic and licencing services; 
o Illegal dumping and no enforcement of by-laws; 
o Review the operating model of game reserves and resort. 

> Planning 

o Unavailability of Information on Spatial Planning and Geographic Systems 

■ Assets cannot be spatially loaded onto the system; 

■ Land-use maps cannot be electronically updated; 

■ Inability to scan and store information. 

o Approval of building plans before the title deeds transfer 


1.3.3. Financial Challenges 

Naledi Local Municipality (NLM) is experiencing enormous financial challenges, the most critical of 
these include: 

• Cash Flow Management: NLM is facing severe cash flow problems to an extent that it cannot 
honour its financial obligations. Commitments and unspent conditional grants are not cash- 
backed. There is a net cash shortfall of R165m (2016/17), R32m (2015/16 and 2014/15). 

• Unfunded Budget: After analysis of the NLM Budget for the past three financial years and as 
at 30 June 2017, a conclusion can be drawn that the budget is not funded and unrealistic. The 
budget is also not aligned to the IDP. 

• Budget Deficit: For the financial years 2014/15; 2015/16 and 2016/17 the Municipality has not 
realised a surplus and has no cash back strategy. 

• Liquidity Ratio: This ratio is very low at 0.17:1 for 2016/17. 

• Debtors: due to poor implementation of the credit control and debt collection policy, the gross 
debtors increased from R265m (2015/16) to R296m (2016/17) i.e. R31m (increase of 12%). 
The collection rate in 2014/15 was higher than the norm at 97%. Since then it regressed to 
86% (2016/17). Collection rate as at February 2018 is 

• Payment of Creditors: NLM Municipality has been unable to pay ESKOM. Water Boards and 
Office of Auditor General is also some of the more significant outstanding creditors. At the 
end of 2014/15 Trade Payables amounted to R264m. At the end of 2016/17 the total balance 
was R382m - an effective increase of 45%. Trade payables as at February 2018 are R417m. 

• Distribution Losses and Metering Problems: Distribution losses for Water and Electricity is 
very high, based on the amounts disclosed in the Annual Financial Statements. The losses 
are not properly calculated and monitored, therefore the true extent of these losses are 
unknown. The losses is most probably caused by aging infrastructure and metering 
inefficiencies. Some of the communities get electricity directly from ESKOM and in the areas 
that are serviced by the Municipality there is still tampering taking place. The distribution 
losses are as a result of lack of consistent maintenance of infrastructure. 

• Audit Opinions: NLM regressed in terms of its audit outcomes. Prior to 2016/17 it had 
received an unqualified audit opinion. During 2016/17 it was qualified, mainly due to Property, 
Plant and Equipment, Receivables, Revenue, Payables, Irregular Expenditure and 
Commitments. 

• Audit Action Plans: Audit action plans are not being compiled in a timely manner and are not 
adequate. The audit action plans also has some shortcomings as far as the compilation 
thereof. 

• The occurrence of Fruitless and wasteful expenditure has been steadily increasing year-on- 
year, mainly due to the interest payable to ESKOM. 

• Although the occurrence of Unauthorised Expenditure has decreased year-on-year, the 
amount recognised as Unauthorised Expense for 2016/17 was R28m, which is an 
unacceptable amount. The main reason for this can be traced back to the Municipality’s 
inadequate budgeting process. 
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• During the latest three financial years, the Municipality has been incurring annual Irregular 
Expenditure of around R2m to R3m. 

• Significant over expenditure on projects (actual construction costs is greater than budget) in 
particular construction of new municipal offices (Stella) and electrification projects. 

1.4. Nature and extent of strategies identified 

The assessment identified a number of key Strategies that must be implemented in the short, 
medium and long term to address the challenges faced by NLM and to follow a path of Financial and 
Service Delivery Recovery and Sustainability. NLM has some strategies available to effect the 
changes needed for sustainability, but not all can be considered due to its limited cash flow and 
institutional capacity. 

Further, and due to the long term nature of some of the strategies, the focus in the short and medium 
term is to ensure that focus on achievable activities that will contribute significantly to the successful 
implementation of the Financial Recovery Plan. In this way, ensuring that the strategies adopted will 
have greatest impact in securing the municipality’s ability to meet its obligations to provide Basic 
Services as well as its financial commitment. Key Strategies addressed in the Financial Recovery 
Plan must all be implemented as this is a holistic and integrated plan. 


1.5. Key Strategies Identified in the Plan 

This Plan including the implementation thereof is critical to achieving the objective of Financial and 
Service Delivery Sustainability. Further, the following overarching strategies to address the 
challenges faced by the municipality are contained in the Plan and are outlined below: 

• Strengthen Governance; 

• Organisational Restructuring; 

• Pluman Resource Management; 

• Re-structuring of the Budget; 

• Improve Financial Sustainability; 

• Improved cash-flow Management; 

• Infrastructure and Service Delivery improvements. 

The strategies are further elaborated upon below and are set out in the detailed Implementation Plan 
in Section 8. 


1.6. Implementation of the Financial Recovery Plan 

The primary responsibility to avoid, identify and resolve financial problems in a municipality rests with 
the municipality. It is emphasized that the responsibility to implement the financial recovery plan 
vests with the municipality. Regular monitoring of the financial recovery plan by Council, the Mayor 
and Municipal Manager is critical to ensure successful implementation. Progress on implementation 
of the financial recovery plan should be a standard agenda item to Management, Executive 
Committee and Council Meetings. 

This municipal financial recovery plan places significant implementation responsibility on the 
Municipal Manager, Chief Financial Officer and other senior managers. All senior managers’ 
contracts must be amended to include elements of the financial recovery plan with clear deliverables 
and timelines. It must be emphasised that the strategies set out in this Plan relate to activities that 
must be institutionalized and performed by various municipal officials, as part of their routine duties, 
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and who have been appointed to such positions and given specific roles, responsibilities and 
delegations. 

The only way that the implementation of the Plan will succeed is through demonstration by the 
Political Leadership, Municipal Manager and Senior Managers that the new procedures will be fully 
implemented without exception. 

The key focus areas and activities outlined in the Plan must also be cascaded to all relevant 
municipal officials irrespective of whether acting or not and included in their respective Performance 
Agreements. It is also important that a “portfolio of evidence” is retained throughout the 
implementation of the Plan to enable assessment of results. 

In respect of financial resources, the key will be restructuring of NLM’s budget, optimising the 
revenue resources available to the municipality, implementation of the revenue enhancement 
initiatives conclude adequate service level agreement which address the funding requirements, 
vigorously implement the cost containment/ austerity measures and expenditure management, as 
well as cash-flow management. 

In addition, the Plan should also be presented by the Municipal Manager and the Mayor to the MEC’s 
for Finance and COGHSTA in North West Province, who should then consider any future support or 
alternative intervention measures at NLM as well as other mandatory intervention including 
appointment of administrator or dissolution of Council should this be necessary, to effect the urgent 
financial and service delivery imperatives at the municipality. 


14 




Naledi Local Municipality: Financial Recovery Plan 


1.7. Risk associated with the Financial Recovery Plan 

There may be potential barriers to the implementation of strategies which will undermine the success 
of this Plan. 

This Plan has identified certain risks that must be mitigated for successful implementation. The 
Financial Recovery Plan proposes changes, particularly with regard to Financial Administration, 
Budgeting, Financial Discipline and Governance. 

There will also be a need for a regular review of the risks identified to ensure timely mitigation 
measures are instituted by the Municipal Manager and Political Leadership. 

The risks identified together with the proposed strategies to mitigate such risk have been included in 
Section 6 of the Plan. 


1.8. Monitoring and evaluation 

Various elements of this Plan must be fully implemented and institutionalised in a coherent and 
holistic manner. These components are integrated and care must be taken during the implementation 
of the Plan not to isolate some aspects from others even though certain aspects may only be 
implemented in the medium to long term. 

Reports on the implementation of the Plan must be submitted to the Municipal Manager on a weekly 
basis, at least in the immediate to short term. The Municipal Manager is therefore required to closely 
monitor and evaluate progress and must report to Council and Provincial Government on a regular 
basis. The reports on the implementation should form part of discussions at every Management 
Meeting, Executive Committee and Council Meeting. The Municipal Manager must take corrective 
action when activities in the Plan are falling behind implementation timelines or when there is a risk of 
non-achievements of the desired targets or outcomes. 

Progress reports on the implementation of the Plan must be signed by the Municipal Manager before 
submission to Council, National and Provincial Treasuries and Department of Local Government and 
human Settlement (DLGHS)in the North West Province on a monthly basis. 

A review of the Plan should be undertaken at regular intervals and be updated as and when more 
accurate and up to date information is obtained. Should the municipality delay or fail to implement the 
Financial Recovery Plan the Provincial Government must consider alternative measures at NLM as 
well as other mandatory intervention including appointment of administrator or dissolution of Council 
should this be necessary. 


1.9. Conclusion 

This Plan must be submitted by the Municipal Manager for adoption by Council and immediate 
implementation by Naledi Local Municipality (NLM) in order to secure the Municipality’s ability to 
meet its obligations to provide basic services and financial commitments when due. 

Finally, the Municipality should move away from short-term and reactionary planning to a long term 
stable and sustainable framework, hence the municipality must prioritise the development of a long 
term spatial and financial plan that is realistic and achievable. The financial indicators issued in 
MFMA Circular 71 should be used as a basis for such a long term plan. 


15 




Naledi Local Municipality: Financial Recovery Plan 


1. Section One:lntroduction 


Naledi Local Municipality 
(NLM) is a Category B 
municipality situated in 
the western part of the Dr 
Ruth Segomotsi Mompati 
District in the North West 
Province. It is bordered 
by the Ngaka Modiri 
Molema District in the 
north, Greater Taung in 
the south, Mamusa in the 
east and Kagisano- 
Molopo in the west. 

NLM represents the 
communities of Vryburg, 
Kismet Park, Huhudi, 
Colridge, Dithakwaneng, 
Stella, Devondale, 

Broedersput and a newly 
developed extension 
25/28. 


1.1. General 
Statistics 

• NLM comprises a total of 7,264 square km. The municipality is 160 km from Mafikeng; 205km 
from Kimberley and 380km from Johannesburg, on the N14 Road. 

• NLM has a total population of 68,803 (2016 Community Survey Statistics South Africa) which is 
15% of the total population in the Dr Ruth S Mompati District Municipality. 

• The population groups are: 


Black African 

74% 

Coloured 

14.7% 

Indian/Asian 

1.1% 

White 

9.5% 

Other 

0.6% 


(Source: 2011 Stats SA Census) 


• There are 20,692 households in the Municipality, with an average household size of 3.4 persons 
per household (2016 Community Survey Statistics South Africa). 

• 81.2% of the population lives in formal dwellings (2011 Stats SA Census). 
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1.2. Access to Services 

• 59.1% of households do not have access to piped water inside the dwelling (2011 Stats SA 
Census). 

• 34.6% of households do not have access to flush toilets (2011 Stats SA Census). 

• 23.3% of households do not have access to electricity (2011 Stats SA Census). 

• Sources of water: 


Regional/local water scheme (operated by the 
municipality or other service provider) 

78.8% 

Borehole 

14.9% 

Spring 

0.1% 

Rain water tank 

0.2% 

Dam/pool/stagnant water 

0.5% 

River/stream 

0.1% 

Water vendor 

0.6% 

Water tanker 

3.4% 

Other 

1.4% 


(Source: 2011 Stats SA Census) 


• Refuse disposal: 


Removed by local authority/private company at 
least once a week 

66.4% 

Removed by local authority/private company 
less often 

3.3% 

Communal refuse dump 

2.5% 

Own refuse dump 

20.5% 

No rubbish disposal 

6.1% 

Other 

1.2% 


(Source: 2011 Stats SA Census) 


1.3. Poverty Levels 

A total of 6,415 people are unemployed with 36.7% of the population earning no income (2011 Stats 
SA Census). 
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1.4. Economic Statistics 

Agriculture remains the core economic activity in the area. Formal employment, with government 
being the main employer, followed by private sector business play a significant role as employer and 
source of income (2011 Stats SA Census). 

1.5. Challenges 

NLM is faced with numerous financial problems which impact, amongst others, on its ability to meet 
its financial commitments and basic service delivery obligations. Given the challenges faced by the 
municipality, the development of a financial recovery plan has now been seen as a critical way 
forward for the municipality for the turnaround and sustainability of NLM. 
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2. Section Two: Methodology in Developing the Financial 
Recovery Plan 


Given the nature of the financial problems, a detailed assessment was undertaken to ensure that the 
key objectives of developing a holistic financial recovery plan will be achieved. 


2.1. Legislated Content of a Financial Recovery Plan 


The financial recovery plan has been developed in line with section 142 of MFMA which states: 
Section 142 (1): A financial recovery plan must be aimed at securing the municipality’s ability to meet 
its obligations to provide basic services or its financial commitments, and such a plan, whether for a 
mandatory or discretionary intervention must amongst others - 

(a) (i) identify the financial problems of the municipality; 

(ii) be designed to place the municipality in a sound and sustainable financial condition as 
soon as possible; 

(iii) state the principal strategic objectives of the plan, and ways and means for achieving 
those objectives; 


(iv) set out a specific strategy for addressing the municipality’s financial problems, 
including a strategy for reducing unnecessary expenditure and increasing the 
collection of revenue, as may be necessary; 


(v) identify the human and financial resources needed to assist in resolving financial 
problems, and where those resources are proposed to come from; 


(vi) describe the anticipated time frame for financial recovery, and milestones to be 
achieved; and 


(vii) identify what actions are necessary for the implementation of the plan, distinguishing 
between actions to be taken by the municipality and actions to be taken by other 
identify what actions are necessary for the implementation of the plan, distinguishing 
between actions to be taken by the municipality and actions to be taken by other 
parties. 


The approach followed in the development of the financial recovery plan was consultative approach, 
involved a detailed analysis of relevant documentation coupled with a series of engagements 
between the Mayor, Management and other Staff of the municipality as well as engagement with the 
National and relevant Provincial Governments Departments. 


This culminated in the development of this plan which must be implemented by the Municipality. 
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r 


2.2. Process to Prepare a Financial Recovery Plan 

The process followed to prepare this Financial Recovery Plan is illustrated diagrammatically below: 
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3. Section Three: Status Quo Assessment 


3.1. Organisational Structure, Human Resource and Institutional Matters 


3.1.1. Institutional/ Governance Challenges 

The Naledi Local Municipality is experiencing several institutional and governance challenges. In 
order to determine the challenges and root causes for the challenges a status quo assessment was 
done based on information currently available, in relation to the organisational structure, human 
resources management and institutional matters. The findings and the issues detected are discussed 
in the paragraphs to follow. 

3.1.1.1. Council 

Naledi Municipality is a Category B Municipality situated in the Dr Ruth S Mompati District of South 
Africa’s North West Province, representing the interests of the communities of Vryburg, Kismet Park, 
Huhudi, Colridge, Dithakwaneng, Stella and Devondale. 

The Naledi Local Municipality consists of 20 Councillors, ten of which have been elected in wards 
and ten through the proportional representation system. The composition of the Council which is as 
follows: 

African National Congress 13 

Democratic Alliance 5 

Economic Freedom Fighters 2 


3.1.1.2. Section 79 and 80 Committees 

The Mayor is the chairperson of the Executive Committee which includes four (4) Section 80 
committees chaired by senior councillors. The following committees exist*: 

Finance Committee; 

Infrastructure and Community Services Committee; 

Fluman Resources and Skills Development Committee; and 
Governance Committee. 

All committees are scheduled to meet monthly and have delegated authority in terms of the 
Delegation Register for purposes of enhancing efficiency. 

The committees are functional and operational and sit regularly. 

Council meetings take place quarterly according to a year plan. 

(* Source: NW392 Naledi Annual Report 2015-16) 


3.1.1.3. Ward Committees 

The municipality is divided into 10 wards and 10 ward committees (Section 73 Committees) have 
been established during the 2016/2017 financial year, representing 100 ward members. Each Ward 
Committee is chaired by a Councillor. 
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Not all ward committees are operational and functional but the Speaker is intervening to capacitate 
the ward committees to fulfil their roles (Source: Final SDBIP 16-17 (NW 391). 

3.1.1.4. Municipal Public Accounts Committee (MPAC) 

The Municipal Public Account Committee (MPAC) is in place terms of Section 33 and Section 79 of 
Municipal Structures Act (no 117 of 1998) but needs to become operational and functional. 

The Municipal Public Accounts Committee (MPAC) is chaired by member of the ruling party. The 
MPAC is supposed to ensure public participation is enhanced through its oversight function by 
ensuring that the public is invited during the consideration of the annual report. 

The committee is also supposed to engage with the community in the various wards to consider their 
views on progress made by the Municipality and ensure that the community were invited to Council 
meetings when oversight reports are supposed to be considered. 

MPAC members should participate in portfolio committees of Council and other Council activities 
where public participations is undertaken. 

No sittings of the MAPC took place during the 2016/17 due to the unavailability and lack of 
commitment of members. This is a serious cause for concern which should be addressed in the 
proposed Financial Recovery Plan. 

3.1.1.5. Audit Committee, Risk Management and Risk Governance 

The Naledi Local Municipality has adopted the Dr. Ruth Segomotsi Mompati District Framework & 
Policy 2015/2016 (494/2015) which is in line with the Public Sector Risk Management Framework as 
its risk management standard. 

The District Municipality’s Risk Management Unit renders support for Risk Management in terms of 
Section 88 of the Municipal Systems Act, 32 of 2000 to the Naledi Local Municipality. 

The Naledi Local Municipality reviews the risk register annually and update this risk register quarterly 
and develops a risk management strategy to direct the institution’s risk management priorities. Line 
management are responsible for identifying, evaluating and managing both risks and opportunities in 
their responsibility areas, with technical and operational support provided by the District Municipality’s 
risk management unit. 

The Naledi Local Municipality has established a Risk Management Committee to assist the 
Accounting Officer and the Audit Committee in executing their respective responsibilities concerned 
with risk management. The committee operates under terms of reference as per adopted Dr. Ruth 
Segomotsi Mompati District Risk Management Charter Resolution Number 247/2014. 

The Committee comprises the DRSM Risk Management Unit and selects members of the Naledi 
Local Municipality Senior Management. As per its terms of reference the Committee should meet four 
(4) times a year. 

(Source: NW392 Naledi Annual Report 2015-16) 

According to the Auditor General, the audit committee and internal audit fulfilled their functions, 
however, management did not adequately respond to the concerns raised by the audit committee, 
and did not implement all recommendations made by internal audit resulting in the internal control 
environment over financial and performance information and compliance with laws and regulations 
being ineffective. 

(Source: Report of the auditor-general to the North West Provincial Legislature and the Council on 
the Naledi Local Municipality dated 30 November 2016) 
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According to the Municipal Planning and Performance Management Regulations (GNR 796 of 24 
August 2001) Regulation 14(4) (a) (ii) and (iii): 

“A performance audit committee must - 

i. Review the quarterly reports submitted to it in terms of sub- regulation (1) (c) (ii); 

ii. Review the municipality’s performance management system and make recommendations 
in this regard to the council of the municipality; and 

iii. At least twice during the financial year submit an audit report to the municipal council 
concerned. ” 

The Auditor General however raised the following finding in the AGSA 2016-2017 Management 
Report dated 23-11-2017: 

“Contrary to the above, we were unable to confirm that the Audit and Performance committee 
submitted, at least twice during a financial year, an audit report on the review of the 
performance management system to the council. 

Cause 

Oversight of Audit and Performance Committee 
Impact 

Noncompliance to the Municipal Planning and Performance Management Regulations (GNR 
796 of 24 August 2001) Reg 14(4) (a) (iii) 

Internal control deficiency 

Leadership 

Council did not ensure that the audit committee promotes accountability and service delivery 
through evaluating and monitoring responses to risks and providing oversight over the 
effectiveness of the internal control environment including financial and performance reporting 
and compliance with laws and regulations 

Recommendation 

The Audit and Performance Committee should ensure that at least twice during a financial 
year, they report on the review of the performance management system to the council. ” 

Anti-corruption is managed by the Office of the Speaker. The Municipality adopted an anti-corruption 
policy and established a committee which report to the Speaker. 

The municipality has established three supply chain committee, purpose and role of these 
committees need to be confirmed during the review of the SCM Policy of the municipality. 

3.1.1.6. Information Communication Technology and Websites 

The Municipality is facing a serious challenge with regard to their information communication 
technology and electronic systems due to old and outdated technology and also lack of reliable 
support systems and infrastructure. 

The Municipal Website is not functional due to issues with the service provider that manages the 
website domain of the Municipality. 

According to the AGSA 2016-2017 Management Report, the municipality’s management have not 
approved and implemented the drafted IT policies which was reviewed in 2015 nor the terms of 
reference of the IT Committee. 
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Without a proper and reliable information technology backup and systems, the municipality is facing a 
serious challenge to ensure sound and effective governance. 

3.1.1.7. Public Satisfaction on Municipal Services 

A very limited satisfaction survey was conducted during 2015/16 by the Department of Community 
Service, but the success of the survey is not documented well and needs to be reviewed. In general 
the public was satisfied during the financial year as evident in the feedback received from IDP & PMS 
ward meetings as well as limited protests compared to other municipalities in the province. (Refer to 
Back to Basics reports). 

(Source: NW392 Naledi Annual Report 2015-16) 

The municipality did not embark on any other service delivery surveys in the recent years. 

3.1.1.8. Local Labour Forum 

A Local Labour Forum has been established, but did not sit due to members not availing themselves 
for meetings. 

The functioning of the Local Labour Forum is necessary to dissolve any disputes and hampering 
issues between the employer and employees to ensure sound governance. 


3.1.1.9. Top Management 

The Administrative Governance Structure comprise of four (4) municipal departments aligned to the 
municipal functions and responsibilities. 

The four departments which are headed by the Municipal Manager are: 



(Source Final SDBIP 2017-2018 (NW 392) 

Except for the posts of Executive Manager Corporate Services and the Municipal Manager, all other 
top management posts are vacant. 

The post of Chief Financial Officer was advertised and recommendations were submitted for Council 
for consideration. 

The post of Executive Manager Community Services needs to be advertised again since no 
appointment was made. 

The interviews for the vacant post of Executive Manager Technical Services were held and the 
candidates have to undergo competency assessments. 
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The filling of the top management vacancies is a priority to ensure stability within and sustainable 
service delivery. 

3.1.1.10. Strategies 

Proper strategies to enhance and ensure effective and efficient service delivery and/or compliance 
are needed since the implementing and existence thereof are crucial for stability and sustainability of 
the Municipality. 

3.1.1.11. Governance Policies and By-laws 

Corporate governance is the set of processes, practices, policies, laws and stakeholders affecting the 
way an institution is directed, administered or controlled. Corporate governance also includes the 
relationships among the many stakeholders involved and the goals for which the institution is 
governed. 

The following policies are in place at the Municipality: 


Policy 

Approval Date 

Debt and Credit Control Policy 

30 May 2012- 141 / 2012 

Cash Management and Investment Policy 

30 May 2012- 141 / 2012 

Indigent Policy 

30 May 2012- 141 / 2012 

Property Rates Policy 

30 May 2012- 141 / 2012 

Fleet Management 

30 June 2014- 215/2014 


According to the Annual Report 15 - 16 the municipality enacted two (2) very crucial by-laws, namely 
Waste Management, SPLUMA by laws and Advertising Signs by-laws. The said by-laws were 
adopted by Council in and are due for proclamation through the Government Gazette. Such 
enactment is a milestone for Naledi Local Municipality as the municipality is giving effect to its powers 
to pass laws that govern its area of jurisdiction. 

(Source: NW392 Naledi Annual Report 2015-16) 

Furthermore, the Auditor General in the same management report recommended that all bylaws be 
reviewed to ensure: 

• Application across the municipal areas; and 

• That it is politically and legally appropriate. 


All bylaws and governance policies of the Municipality need to be updated, approved and adopted to 
meet legislative requirements. 


3.1.1.12. Institutional Performance Management 

As required by the Municipal Systems Act 32 of 2000 (MSA), municipalities must adopt performance 
management systems to measure and evaluate performance in priority areas, which are to be 
reported annually to citizens and other spheres of government. 

The Municipality have a Performance Management Policy Framework, dated 2014/15, which needs 
to be updated and reviewed. 

The Municipal Systems Act (2000) requires all municipalities to: 

• Develop a performance management system; 

• Set targets, monitor and review performance based on indicators linked to their IDP; 
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• Publish an annual report on performance for the council, staff, the public and other spheres of 
government; 

• Incorporate and report on a set of general indicators prescribed nationally by the Minister 
responsible for local government; 

• Have the annual performance report audited by the Auditor-General, and 

• Involve the community in setting indicators and targets and reviewing municipal performance. 

The strategic objectives of the IDP of Naledi should be are informed by the strategic objectives of 
National Government (Key Performance/Priority Areas), Provincial Priorities, National Development 
Plan, North West Growth and Development Strategy and Medium Term Strategic Framework. 

The most compelling link that indicates that the IDP and the PMS are elements of one process is 
found in Section 34 of the Municipal Systems Act. It stipulates that a municipal council - 

• must review its integrated development plan - 

o Annually, in accordance with an assessment of its performance measures in terms of 
section 4(1); and 

o May amend its integrated development plan in accordance with a prescribed process. 

The strategic planning and performance management system and related controls were inadequate 
for the processes of performance planning, monitoring, reporting, improvement and how it is 
conducted, organised and managed, as required by sections 38 of the MSA and regulation 7 of the 
Municipal planning and performance management regulations. 


The following is an extract from the municipality’s 2017 - 2018 SDBIP (NW 392) and reflects the 
Municipality’s Vision, Mission and Values. 
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Section E: Corporate Strategy 


A 




VISION 

To provide basic, duality, sustainable ana equitable services through effective 
ana efficient governance and financial management. 



VALUES 
Accountability 
Integrity 
Leadership 
Fairness 
Respect 
Commitment 
Responsibility 
Diversity 
Team work 
Customer satisfaction 
Transparency 
Service excellence 
Loyalty 
Honesty 
Responsibility 


The SDBIP for the 2017 - 2018 therefore allows the municipality to measure their performance 
against the set of KPA’s and KPI’s which were set by the municipality themselves. The real challenge 
to overcome is the filling of critical vacancies and the subsequent management of service delivery in 
general. (Source Final SDBIP 2017-2018 (NW 392) 


During the audit by the Auditor General it was established that the implemented performance 
management policy is still a draft and has not yet been approved by Council. 

During the same audit on performance information it was found that the 2016/17 SDBIP was 
approved late and was not made public. (Source: The AGSA 2016-2017 Management Report 23-11- 
2017). 

The municipality is performing with regard to the quarterly performance assessments in terms of the 
KPI’s captured in the SDBIP and also did the mid-term review in terms of the PMS. 

However, there is a need to review the PMS Policy to ensure relevancy and consistency in terms of 
monitoring and reporting on overall performance of the municipality. 

3.1.1.13. Systems of Delegation 

The delegation framework needs to be reviewed, refined and implemented. 
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The lack of a proper Delegations System is the recipe for definite failure because it will hamper 
efficient service delivery since there will be a total lack of buy in and responsibility from the various 
role-players within the Municipality. 

The delegation framework was not reviewed, refined and implemented since 2014/2015 hence the 
AGSA on several occasions raised and audit opinion on “management that does not have a sufficient 
delegation of authority in place to ensure that all individuals' duties are completed in their 
absence.“(Source: The AGSA 2016-2017 Management Report 23-11-2017). 


3.1.1.14. Organisational Development Challenges 

The Municipality is experiencing some or all of the following organisational weaknesses which were 
identified at similar municipalities in the country: 

• There is no adequate segregation of duties in the Human Resources; 

• The is no approved Human resources Plan; 

• There is no work load assessments aligned to the recruitment strategy resulting is excessive 
staffing levels; 

• Not all funded and budgeted posts are filled; 

• Requests appointments in vacancies are not done within three months after receiving a 
request do so; 

• Not all employees receive proper induction after appointment and do not sign for receipt of 
policies, procedures and code of conduct; 

• Only some of the Section 56 posts are filled on a permanent or contractual basis; 

• Human resources administration is lacking with regard to reporting, terminations, 
resignations, exit interviews etc. 

• Employees who are acting were appointed in terms of experience and not necessarily skills 
and competencies; 

• Problems are experienced to control and update HR data on the HR System; 

• HR files are not safeguarded to protect employee confidentiality; 

• Job evaluations are not conducted periodically; and 

• Poor leave and absenteeism management. 


If seems as if most of the abovementioned issues is relevant hence the Municipality is experiencing 
some, if not all of these organisational development challenges. These anomalies need to be 
addressed during this financial recovery plan. 


3.1.1.15. Organisation Structure 

A preliminary assessment of the organizational structure indicates that the organizational structure 
needs a review and alignment to be more affordable, efficient and effective to serve the purpose that 
it is supposed to do namely the rendering of proper services to the community of Naledi. 
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The Municipality should have a tailor-made organizational structure which is in line with 
acknowledged organisational structuring principles, which are foundational to proper organisations. 
These acknowledged organisational structuring principles should be adhered to ensure existing 
anomalies, which were identified and shown out in the discussion below, are addresses as part of 
this financial recovery plan: 

a) The IDP should guide the institutional renewal process in response to the changing trends 
and patterns of developmental needs and to address backlogs and implement projects 
require a specific balanced approach to restructuring - all possible alternatives have to be 
explored, to ensure optimum value for the Municipality. Aligning roles, responsibilities, and 
a system of delegation with objectives and priorities as set out by Council and establishing 
clear relationships, facilitating co-operation and communication between all stakeholders. 
Whereas the IDP describes “Which” services and priorities the municipality must deliver, 
the functional and organisational structure indicates “What”, “Why” and “How” the service 
delivery units should be structured and “How many posts” is needed to achieve it. A direct 
link between the 2017-2018 IDP and the approved structure that was provided could not be 
found. 

b) The current organisational structure also needs to be interrogated in terms of the following 
aspects: 

i) Does the current organisation augment the Council’s strategic objectives? 

ii) To what extent are the different directorates’ functions and activities able to realise the 
Municipality’s vision, mission and objectives articulated in its Integrated Development 
Plan (IDP)? 

iii) Can the current structures effectively achieve the Council’s strategic objectives for 
2017-2022? 

iv) Can the municipality fulfil its role as mandated in Section 84 of the Structures Act with 
the current organisation structure? 

v) Does the organisational structure support outcomes based on performance 
measurement? 

c) The organisational structures must reflect and sustain the strategic priorities in terms of the 
Municipality’s IDP (2017 - 2022) and be more responsive to service delivery and efficiency 
demands issues - “structure follows strategy”. 

d) The current structures do not comply with functional structuring principles. No purposes and 
functions are depicted for the different components. Core functions are not indicated for the 
different units; hence it is not clear who is responsible for which function. 

e) Homogeneous clustering of all functions is vital to mitigate overlapping and duplication of 
functions between units, which results from indistinct demarcation of functional 
responsibilities and boundaries. It was found that a definite need exists for strategic 
functional re-positioning of specific units, as it is critical to the achievement of the 
developmental objectives of the Municipality. The rendering of centralised services under 
the auspices of a Regional Manager (e.g. Stella) is a concern since line managers should 
take responsibility for line functions e.g. the Technical Manager should take direct 
responsibility of technical functions in the Stella area and the Area Manager must observe, 
monitor and report on the rendering of technical services in the applicable area. 

f) In line with the contents of the paragraph above, the principle of “form follows function” has 
evidently not been applied in the current organisational design. The advantages/ 
disadvantages of centralisation vs. decentralisation need to be weighed up. Is the 
establishment of “area management” model to manage and supervise the satellite offices 
ever evaluated for effectiveness and efficiency? 
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g) The TASK job evaluation system for local government sector has been implemented since 
the staff establishment still accommodates the old “van der Merwe” grading system. The 
prescribed SALGBC job evaluation procedures and job evaluation structures, as 
determined at national/ provincial/ regional levels, have to be followed at all times to 
determine the final T- levels. 

h) The issue of functions being performed by the Municipality of which the legality is 
questionable, also called “unfunded mandates”, is cause for concern. The Municipality is 
obliged to execute its statutory obligations. On the other hand, being a “creature of statute”, 
it may only execute or perform those functions it is allowed to in terms of statutory 
provisions. Anomalies were found in this regard e.g. the rendering of nature reserve/resort 
functions. 

i) Reporting lines are not explicitly clear and have to be corrected throughout the 
organisation especially to confirm reporting lines of subordinates to heads of departments, 
managers and supervisors for purposes of job descriptions writing. An example of poor 
communication lines is whereby 5 x Electricians report to 4 x Snr Electricians. 

i) Benchmarking of the number of managerial units is necessary to find the ideal management 
structure, as well as the correct balance between the different departments regarding 
management positions. The current structures’ appropriation at top management level is 
not in accordance with universally accepted norms. 

j) Systems and work procedures have an effect on structures. No evidence was found that 
operational processes and procedures are regularly revised and/ or recorded. 

k) Management should set up documented standard operating procedures or systems to 
guide employees to manage performance information. Reported performance information 
may therefore not be reliable due to the following: 

o Many processes are not documented. This situation is a potential contributing factor 
to instilling a silo approach toward managing processes. 

o No clear evidence could be found that there is a golden thread running from 
mandate to process to organisation structure to job profile and ultimately the 
incumbent filling a post. This principle is the backbone of creating and maintaining 
organisational architecture. 

o The development, implementation and maintenance of standard operating 
procedures should be institutionalised. Standard operating procedures are the 
specific methods employed to express policies in action in day-to-day operations of 
the organisation. The development of SOPs is further strongly recommended to 
supply more detail and clarity to performing a specific job after the business 
process for the specific job has been designed and captured. 

l) One-on-one hierarchy levels are not practical and/or functional and should be avoided. This 
anomaly is repeatedly found in the existing structure e.g. a Superintendent Electrical and 
Mechanical reports to an Assistant Manager Electrical and Mechanical who reports solely to 
the Deputy Manager Electrical Services. Another example of a one-on-one structure is the 
Assistant Manager: Administration reporting solely to the Deputy Manager Administration. 

m) The advantages/ disadvantages and cost-benefit of outsourcing specific functions 
compared to hosting it internally, need to be explored. This issue also relates to the lack of 
a Service Delivery Model (SDM) for the Municipality as a whole. 

n) A properly compiled and verified staff establishment should be developed for 
implementation plans, maintenance and future development of new organisation structures. 
Structuring has to be followed by strengthening governance and human resources 
management practices. There should be a direct correlation between the following “sub¬ 
systems” which have to be in synergy since the one informs the other: 

i) The organisational structure, which should at least reflect the following information 
of a municipality: 
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o The functional grouping of core/main functions, reflecting the purpose and functions 
of each unit - this refers to the so-called “Functional Structure” 
o Organisational relationships, reflecting the staffing level of each organisational unit, 
the type, number and levels of posts allocated to an organisational unit to perform 
the functions assigned to the unit and reporting lines - “Organisational Structure” or 
“Organogram”. 

ii) The pay roll, which is in essence a summary of the remuneration of employees in the 
service of the municipality at any given time. It is an important source for 
organisational purposes as it reflects the “warm bodies” at that point in time. Normally, 
an extract from the pay roll, amongst other issues will reflect the organisational 
position of the post as well as the personal details (pay number, salary notch, fringe 
benefits and allowances) of the incumbent occupying such post. The pay roll normally 
does not include vacant posts and/ or whether vacancies are funded or not - this is 
reflected in the staff budget. 

iii) A Staff Establishment is a human resources managing tool to provide management 
with a summary of the number, type and status of positions and employees allocated 
to each organisational unit. A staff establishment should contain all approved posts on 
the organisational structure and reflects the organisational details of the posts (post 
designation, post ID number, department and division, post level, filled, vacant, 
funded, salary vote number, allowances) and the personal details (name, ID number, 
date of occupation, salary notch, etc.) of the successive incumbents. It provides a 
history of organisational changes. Staff establishment control is essential for proper 
human resource management. It is also a legal obligation in terms of the section 66 of 
the Local Government: Municipal Systems Act 2000 (32 of 2000), as amended. 

To determine the actual staff establishment is a serious challenge since the figures 
changes constantly due to the termination/renewal of the services of contract workers. 

Furthermore, the validity of the staff establishment information needs to be audited 
because the post of Assistant Manager Customer Care is reflected on the filled posts 
list as well as the vacancies list. The same goes for the Clerks Indigent which show 4 
filled and 4 vacant when only 4 posts exist on the organizational structure. 

o) The current approved organogram should be compliant with the notion of “developmental 
local government”. In terms of the Local Government: Municipal Systems Act, 2000 
(32/2000) “Development” means: 

“Sustainable development, and includes integrated social, economic, environmental, 
spatial, infrastructural, institutional, organisational and human resources upliftment of a 
community aimed at - 

Improving the quality of life of its members with specific reference to the poor 
and other disadvantaged sections of the community; and 

Ensuring that development serves present and future generations.” 

Since the current organisational structure and staff establishment of the municipality is bloated and 
unaffordable, a fully-fledged organisational review is required to identify the challenges and to right 
size the staff establishment to ensure affordability and efficiency. 


3.1.2. Human Resource Management 
3.1.2.1. Human Resources Strategy 

The municipality should now develop and implement a human resource management strategy to give 
effect to some of the challenges experienced and to improve the operations of the municipality. 
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The Human Resource Strategy should guard against the risk of non-compliance, lack of service 
delivery and mal-functioning of the administration. This should be the glue that keeps the 
organisation together and the lack thereof is a major contributing factor to the current situation at the 
Municipality. 

Without this strategy, the Human Resources function is totally fragmented, resulting in the lack of 
cohesion and control across the full spectrum of Human Resources, from administration to labour 
relations, discipline and skills development. The Human Resources Strategy needs to be drafted, 
adopted and implemented as a matter of urgency. 

The following extract from the AGSA 2016-2017 Management Report dated 23-11-2017 is an 
indication that the municipality has several challenges regarding the organizational structure and 
human resources management issues: 

“Contrary to the above following discrepancies were identified. 

• Security checking was not performed for the new appointment during the financial year under 
review. 

• The Municipality does not have a Human Resources Plan. 

• It was noted that Organisational structure of the municipality was not last reviewed on 
30.01.2015 

• Monthly reconciliations between the payroll system and the general ledger were not 
performed. 

Cause 

Management did not exercise sufficient oversight over payroll and human resource activities to 
ensure the following: 

• That controls are in place to perform security checks for all new appointments. 

• That a Human Resource Plan is developed, and performance is monitored and reviewed. 

• That the organisational structure is timeously reviewed. 

• That monthly reconciliations between the VIP payroll and the GL are performed” 

The municipality needs to develop, approve and implement a human resources strategy to 
complement their needs and requirements to ensure sound and sustainable human resources 
management. 

3.1.2.2. HR Policies and Procedures 


The following HR related policies are currently in place at the Municipality: 


Name of Policy 

Status 

Adoption Date 

Comment 

Anti - Fraud and Corruption Policy 

Adopted 

28-Feb-13 

- 

Appointment in Acting Capacity Policy 

Under 

Review 

28-Feb-13 

Workshop 

scheduled - 5 March 
2018 

Code of Conduct for Employees 

Policy 

Adopted 

28-Feb-13 

- 

Communication Policy 

Adopted 

28-Feb-13 

- 

Conflict of Interest Policy 

Adopted 

28-Feb-13 

- 

Consultants Monitoring and 
Management Policy 

Adopted 

28-Feb-13 

- 

Disciplinary Code and Procedures 
Policy 

Adopted 

28-Feb-13 

- 

Dress Code Policy 

Adopted 

28-Feb-13 

- 

Employee Assistance/ Wellness 

Adopted 

28-Feb-13 

- 
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Name of Policy 

Status 

Adoption Date 

Comment 

Policy 




Employees and Councillors Sports 
and Recreation Policy 

Adopted 

28-Feb-13 

- 

Employment Equity Policy 

Adopted 

28-Feb-13 

- 

Entertainment Policy 

Adopted 

28-Feb-13 

- 

Fleet Management Policy 

Adopted 

28-Feb-13 

- 

Grievance Procedures Policy 

Adopted 

28-Feb-13 

- 

HIV/Aids 

Adopted 

28-Feb-13 

- 

Information Technology 

Adopted 

28-Feb-13 

- 

Internship Programme Policy 

Under 

Review 

28-Feb-13 

Workshop 

scheduled - 5 March 
2018 

Investment, Attraction and Retention 
Policy 

Adopted 

28-Feb-13 

- 

Learner Ship Policy 

Adopted 

28-Feb-13 

- 

Leave Policy 

Under 

Review 

28-Feb-13 

Workshop 

scheduled - 5 March 
2018 

Long Service Policy 

Under 

Review 

28-Feb-13 

Workshop 

scheduled - 5 March 
2018 

Mayoral Discretionary Fund and 

Special Programs Policy 

Adopted 

28-Feb-13 

- 

Medical Examinations Policy 

Adopted 

28-Feb-13 

- 

Occupational Health And Safety 

Policy 

Adopted 

28-Feb-13 

- 

Overtime Policy 

Under 

Review 

28-Feb-13 

Workshop 

scheduled - 5 March 
2018 

Parking at Municipal Offices Policy 

Adopted 

28-Feb-13 

- 

Performance Management and 
Development Policy 

Adopted 

28-Feb-13 

- 

Promotion and Transfer Policy 

Adopted 

28-Feb-13 

- 

Recruitment, Selection and 
Appointments Policy 

Under 

Review 

28-Feb-13 

Workshop 

scheduled - 5 March 
2018 

Retention and Succession Planning 
Policy 

Adopted 

28-Feb-13 

- 

Sexual Harassment Policy 

Adopted 

28-Feb-13 

- 

Smoking Policy 

Adopted 

28-Feb-13 

- 

Study Assistance Policy 

Adopted 

28-Feb-13 

- 

Telephone Policy 

Adopted 

28-Feb-13 

- 

Training and Development Training 
Policy 

Adopted 

28-Feb-13 

- 

Uniform and Protective Clothing 

Policy 

Adopted 

28-Feb-13 

- 

Vehicle Allowance Policy 

Under 

Review 

28-Feb-13 

Workshop 

scheduled - 5 March 
2018 

Working Hours Policy 

Adopted 

28-Feb-13 

- 
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The HR Policies of the municipality should be reviewed, approved and implemented constantly to 
ensure all the latest legislation and guidelines are captured and applied within the municipality to 
ensure consistency within the local government sphere. 


3.1.2.3. Individual Performance Management 

Performance contracts for the Section 57 and Section 56 managers should exist as per relevant 
legislation. The PMS Policy should be reviewed and a framework be developed in consultation with 
all Stakeholders for approval and implementation. 


According to a finding by the AGSA performance bonuses was paid to the Section 56 Managers 
although there was no evaluation done to substantiate the payment of performance bonuses. 

(Source: The AGSA 2016-2017 Management Report 23-11 -2017 (48). 

The performance bonus incentive scheme is not cascaded down to the positions below the Section 
56 Managers. 

3.1.2.4. Skills and Competencies 

There should be a strategy to enhance skills development and the training for staff. 

The AGSA 2016-2017 Management Report indicates that there were some discrepancies in terms of 
the assessment of the competencies of officials from within the Finance Department e.g. 

“the following official’s competencies were not assessed for the financial year under review: 

i) Chief financial officer (CFO); 

ii) head of supply chain; 

Hi) all financial officials and SCM officials. ” 

The above indicates that the municipality must improve on its competencies assessment of officials 
to ensure compliance to the relevant legislation and prescripts. 

3.1.2.5. Labour Disputes 

Sound labour management practices to ensure compliance to relevant legislation and ensuring 
consistence applying thereof is fundamental to proper governance and service delivery. 

Labour relations as such are a challenge in the municipality and need to be managed properly if the 
proposed strategies and policies affecting the employees is to be implemented. 


3.1.2.6. Change Management Challenges 

The municipality should implement a change management strategy to give effect to some of the 
changes envisaged in order to improve the operations of the municipality. 


3.1.2.7. Leave Management and Absenteeism 

Leave management and absenteeism is not managed properly by the Municipality according to the 
following audit finding: The AGSA 2016-2017 Management Report: 
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“Audit finding 

Leave policy dated 28 March 2013 states that: 

a) Unpaid leave is discouraged and will only be granted in exceptional circumstances at the 
discretion of the Corporate Service Executive Manager; 

b) Only those employees who have used their full leave entitlement will be considered; 

c) Annual leave will not be accrued during unpaid leave, and any bonus or incentive on returning 
from unpaid leave, will be pro-rated to reflect the period of absence; and 

d) In all cases of unpaid leave, provision is to be made for deductions from the employee’s 
salary to maintain contributions to Provident/Pension and Medical Aid funds. 

It was noted during the audit that unpaid leave is not managed according to the policy. Instead, 
employees who are absent from duty are marked as absent and the leave days are deducted from 
their salaries. There is no consequences for absenteeism i.e. employees are not charged in terms of 
the disciplinary code. 

Cause 

There is a lack of monitoring and procedures in place.” 

(Source: The AGSA 2016-2017 Management Report 23-11 -2017). 

There is a definite challenge with regard to leave management in the Municipality especially the 
accruement of leave and leave administration. 

3.1.2.8. Total Actual Employee Cost and Numbers 


According to the Statement for comparison of budget and actual amounts, the following employee 
costs are applicable for 2014 - 2017: 


Detail 

2015/2017 

2016/17 2015/16 

(R’000) (R’000) 

(audited) (audited) 

2014/15 

(R’000) (audited) 

Employee Costs 

169 299 

159 279 

146 776 

Operational Budget 

409 497 

416 108 

388 111 

% of Operational Budget 

41% 

38% 

38% 


The norm ranges between 25% and 40%. The ratios for the 2013/14 to 2015/16 years appear to be 
reasonably in line with the norm. The ratio for 2016/17 is 41% which is 1% more than the norm. 
There was however a decrease of 2% in total expenditure for 2016/17 that resulted in an increase of 
the ratio 

The Mid-year report 2017-2018 (NW 392) reflects an amount of R2 502 000 (less than 2% in 
comparison to the employee costs) for budgeted overtime for municipal staff (senior management 
excluded). 

3.1.2.9. Vacancy Rates 

The vacancy rate of the municipality for the last 5 financial years is in line with accepted norms, 
which vary between 30% and 40% vacancies. 

The following employment statistics are applicable to Naledi Local Municipality for the last 5 years: 
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Employment Statistic: 

i-2012-2016 



Financial Year 

2015/16 

2014/15 

2013/14 

2012/13 

2011/12 

Total Employee Positions 

502 

551 

590 

969 

480 

Total Vacant Employee Positions 

37 

62 

27 

22 

66 

Total Vacancy Percentage 

7.37% 

11.25% 

4.58% 

2.27% 

13.75% 


Note: The rise in employee numbers during the 2012/13 financial year in comparison to 2011/12 is 
significant. But, also noticeable is the drop in employee numbers for the 2013/14 financial year in 
comparison to the 2012/13 figures. These anomalies go hand in hand with the discrepancies 
regarding the staff establishment mentioned above. 

(Source South African Government Handbook - ttps://municipalities.co.za/municipalities/type/3/local 
website). 


3.1.3. Legal and Contract Management Challenges 
3.1.3.1. Structure 

There are limited legal resources on the establishment to perform legal services for the Naledi Local 
Municipality (“NLM”). Presently the Municipality relies on an attorneys firm (situated in Vryburg), to 
perform the legal services for the Municipality. Legal services fall under Directorate of Administration 
and Corporate Services. A person with a legal back ground is appointed in the Municipality to 
perform legal functions for the organisation and to liaise with attorneys. This post reports directly to 
the Corporate Manager of the Municipality. However, the job description of the legal post is not 
available 

The post responsible for the legal department has a huge influence on the high risk of litigation, 
assisting in debt collection, liaising with attorneys and to take responsibility for the contract 
management functions. 

It is accordingly recommended that: 

The job description of the Legal Manager is reviewed. The legal manager is responsible for legal 
services and his/her job description is vital for the correct functioning of legal aspects of the 
Municipality, which has a direct influence for example on debt collection. This ensures that the review 
and the supervisory functions of the Corporate Manager are reduced, although the Corporate 
Manager can keep an eye on the unit without extensive expenditure. A sound job description will 
allow the Legal Manager to concentrate on providing legal and contract management services to the 
Municipality. Secondly (and the Municipality is already engaging with an attorneys firm), a proper 
service level agreement should be in place regarding fees / performance / feedback etc.) to provide 
legal services on an ongoing basis. The negotiation of the aspect of fees is important and the 
municipality should negotiate in a sense which will be beneficial regarding the budget on legal fees. 
This could even mean that Municipality must negotiate fees on a retainer basis. The Municipality 
should perform a cost-benefit analysis, in order to determine the most beneficial option. Currently, in 
the absence of such an analysis, it is difficult to determine which option would be the most cost 
effective, but a retainer option in the short term (maximum three years), would probably be the best in 
order to stabilize legal risks that exists. This should be done, as referred to, with a proper service 
level agreement in place. 
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3.1.3.2. Litigation 

Whilst there is need to spread supervisory responsibility across the management, the Legal Manager should take responsibility for legal aspect of the 
Municipality. The following are further concerns: 

Besides the table below (and there is a difference between a report from a lawyer on the legal matter and a litigation register), the Municipality should 
have a litigation register reflecting all cases where the Municipality is either the plaintiff or the defendant. This register should be part of board meetings 
and should reach the Corporate Manager on a monthly basis who liaises with the Chief Financial Officer and the Municipal Manager. There is at present 
a ‘back to basics’ form - which can be utilized for this purpose. The Policy on debtors plays a huge role where the Municipality sues for outstanding debt. 
A third category can be added to this litigation register where the Municipality is the plaintiff in action where it sues for outstanding debt. The table below 
represents the Municipality’s current “Litigation Register” (as received from the attorneys as at 31 November 2017). The feedback from the attorneys 
does not sufficient information. The fact that the Municipality appears not to be giving clear instructions to the legal advisor, is a matter of concern. 


NAME OF 
ENTITY 


ATTORNEY’S REMARK 


CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 


RISK 


PROVISI 

ON 

AMOUNT 


CAUSE OF 
ACTION 


TIME UNTIL 
FINALISED 


Naledi Local 

We confirm that the summons 

Probable. 

The Naledi Local 

R615 

Summons: 27 

More than 

Municipality / 

was issued in the Western Cape 

Municipality 

Municipality is at 

622.90 

Jun. 2012 

12 months. 

Cape Joint 

High Court, Cape Town. We did 

failed to pay 

risk for R615 




Pension Fund 

defend the matter and annex 

funds over to 

622,90 plus costs 





hereto notice of intention to 
defend. 

Since then the Plaintiff did not 

Pension Fund 

and interest. In 
this matter the 

Cape Joint 

Pension Fund 
issued summons 
in the High Court 


Cause of action: 


30 June 2009 




proceed with any further action. 


of the Eastern 

Cape, Cape 

Town. 





We have to draw the necessary 
plea and would like to know if we 
must appoint an advocate to 
draw the plea. We are of opinion 
that the Court do not have 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 


jurisdiction in this matter. 







Nothing changed. We are still 
awaiting your instructions 






Naledi Local 
Municipality / 
James van 

Coller 

In this matter James van Coller 
issued summons against the 
Municipality. We did defend the 
matter and also has pleaded. At 
the present stage we are waiting 
for a court date from our 
opponents to proceed herewith. 

Remote. 

The Naledi Local 
Municipality is at 
risk for R42 

828.00 plus costs 
and interest. 

R42828.0 

0 

Summons: 

11/05/09 

Cause of action: 

1 July 2008 

Less than 12 
months 


We are of opinion that we have a 
good case in defending this 
matter. 







Nothing has changed. We are 
awaiting your instructions 






Naledi Local 
Municipality / 
Daimler Fleet 
Management 

We confirm that this is a 
defended action. 

We did proceed to defend the 

Certain. 

The Naledi Local 
Municipality is at 
risk herein for an 
amount of R509 
992,62 plus 

R509 

992.62 

Summons: 

7/12/12 

Less than 12 
months 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 


action and are presently waiting 
for a court date for trail. We must 
also proceed to draw up our 
discovery affidavit and would like 
you to send us the necessary 
documentation pertaining to this 
matter so that we may draw 
same. 


interest at the rate 
of 2% p.a. 


Cause of action: 

26 Sept. 2011 



We are awaiting feedback from 
your office 







In this action the Naledi Local 
Municipality hired certain motor 
vehicles from Daimler Fleet. The 
Naledi Local Municipality failed to 
pay rent on the vehicles. 






Naledi Local 
Municipality / 
W.F. van der 

Ryst 

This is a defended action. 

We are of opinion that we pend our 
file until our opponents do 
anything. 

Our opponents have requested 
a court date , but we have not 
received a date yet 

Probable. 

Municipality 

damaged 

Plaintiff's cables. 
The electricity 
cables killed the 
cattle of the 
Plaintiff 

The Naledi Local 
Municipality is at 
risk for R100 

000,00 plus costs 
and interest. Our 
opponents made 
a counter offer of 
R60 000.00 all 
inclusive. 

R60 

000.00 

Summons: 

12 Nov. 2010 

More than 

12 months. 

Naledi Local 
Municipality & 

Summons was issued. Matter is 
being defended but we do not 

Not probable 

We are however 
of the opinion that 

R150 

000.00 

Summons was 
issued 

7 July 2010 more 
than 12 months 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 

Mthimune / 
Mokwena 

think that the matter will ever 
proceed. 


Naledi Local 
Municipality is not 
at risk. Claimed 
amounts to R150 
000.00 




Naledi Local 
Municipality & 
Mompati & 
Kebotlhale / 
Galeng & 

Colane 

Summons was issued by Galeng 
and Colane against Naledi Local 
Municipality, Dr Mompati & 

Tebogo Kebotlhale. Claim is 
based on defamation of 
character. We are of the opinion 
that they will not proceed with the 
matter. 

Total amounts claimed: R1 355 
000.00 and R575 000.00. We 
are waiting for confirmation that 
this matter is settled. 

The writer 
heard that this 
matter was 
settled but we 
did not yet 
received 
confirmation of 
same from the 
Naledi Local 

Mun 

We are of the 
opinion that the 
risk is very low. 

R1 355 
000.00 
and R575 
000.00 

Summons 

13/12/2006 

Delict - more than 

12 months 

Naledi Local 
Municipality / 
Shatsane 
Systems 
Solutions 

We confirm that we did oppose 
an application brought by 

Shatsane System Solutions. 

At the end of the day they did 
withdraw their action and 
tendered the cost herein. 

We are busy with the collection 
of same. 

Remote. 

The Naledi Local 
Municipality is the 
liable person 
herein. First claim 
liable for the 
amount of R12 

434 627.64 plus 
interest and cost. 
Second claim is 
payment of the 
amount of R23 

997 000.00 with 

R0.00 

Summons: 

16/8/12. 

Cause of action: 
October 2008 

More than 12 
months. 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 




cost and interest. 




Naledi Local 
Municipality / 
B.S. Nsedame 

We confirm that in this matter 
Nsedame issued summons 
against the Municipality based on 
delict. 

Probable. 
Municipality 
falsely accused 
Plaintiff. 

The Naledi Local 
Municipality is at 
risk for R100 

000,00 plus costs 
and interest. 

R100 

000.00 

Letter of demand: 
17 Mar. 2009 

Summons: 

13 Aug. 2009 

More than 

12 months. 


The matter is ripe for trail but our 
opponents did not put the matter 
on the roll. 

In the meantime our opponent’s 
Attorney of record withdraw. We 
asked your instructions on 

22/9/15 if we must ask for a court 
date. Kindly let us have your 
instructions 




Cause of action: 
November 2008 


Naledi / 

Khasu 

Khasu Engineering [Pty] Ltd. 
issued summons against the 
Municipality for in total 
approximately R48Million plus 
interest and costs. The matter 
was defended and a plea filed. 

Improbable 

R48Million 


Contract 

More than 12 
months 

Naledi Local 
Municipality & 
Toro Ya Africa / 
Khasu 
Engineering 

In this matter the applicant Khasu 
Engineering [Pty] Ltd. brought an 
application against Naledi Local 
Municipality as well as Toro Ya 
Africa. 

Possible. 
Municipality 
liability for 
services 
rendered. Only 

Khasu 

Engineering 
bought an 
application 
against the 



More than 12 
months. 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 


The application as such was 
opposed herein. 

Our opponents did not proceed 
with the application as they as 
they are at liberty to proceed and 
there is nothing for us to win 
herein, we did not proceed 
further. We are of opinion that 
the applicant, to wit Khasu 
Engineering [Pty] Ltd. is insolvent 
and cannot pay its debt. It will 
have no effect on us to proceed 
and try and finalise this matter 
and also get a cost order against 
them. 

Our account however is 
outstanding and we annex hereto 
same. As soon as we've received 
our correspondent's account we 
will revert to you. 

Up to now, no steps has been 
taken by our opponents’ 
attorney, we await your 
instructions. 

if Khasu 
Engineering 
will get an 
attorney to 
assist them 
pro bono. 

Naledi Local 
Municipality. 
Estimated cost 
will be 

± R61 000.00. 




Naledi Local 

The Plaintiff issued summons 

Waiting for a 

The Naledi 

R897 

Summons: 

More than 12 

Municipality / 

against the Naledi Local 

trial date. 

Local 

417.58 

17/10/13 

months. 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 

Maximum 

Profit Recovery 

Municipality for services 
rendered by the Plaintiff. We filed 
a notice in terms of Rule 30 of an 
irregular step. 

We are awaiting a trial date to 
argue about the Plaintiff’s 
irregular step. 


Municipality is at 
risk for the 
amount of R897 
417,58 plus cost 
and interest. 


Cause of action: 
march 2007. 


Naledi Local 
Municipality / M 
& DJ Security 
Solutions 

Summons was issued in 2009. 

We did defend the matter herein 
and filed a special plea based on 
Section 3 of Act 40 of 2002 as 
well as a plea on the merits. 

Since then the correspondents 
for Johan Kotze Attorneys, to wit 
Frylinck & Walker, withdrew as 
attorneys of record. We are of 
opinion that they will not proceed 
with any further action. 

Remote. 
Municipality 
liable for 
services 
rendered. We 
are of the 
opinion that 
they will not 
proceed. 

The Naledi 

Local 

Municipality is at 
risk for R27 

645,00. Plus 
costs and 
interest. 

Estimated cost 
will be 

±R12 000.00. 

R27 

645.00 

Summons: 

3/4/09 

Cause of action: 
12/11/08 

More than 12 
months. 


Please let us have payment of 
our account dated 15/4/15 of 
R276,60 






Naledi Local 
Municipality / 
Khasu 
Engineering 
[Pty] Ltd. 

The Appellant herein decided to 
proceed with the matter but their 
papers were not in order which 
resulted in them removing the 
matter from the roll and tendering 
the costs of the Naledi Local 

Improbable 

The matter was 
finalised but 

Khasu 

Engineering 
proceeded with 
an appeal 

R15000 

0,00 

N/A 

More than 12 
months. 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 


Municipality. 


herein. An 
amount of 
±R40 000.00 




Naledi Local 
Municipality / 
Erante 
Consultants 

CC 

We confirm that we have asked 
our correspondents to proceed 
with a pre-trail conference. 

Same was held on the 25 th of 

April 2014 but our opponent's 
attorneys had no proper 
instructions. On 14/6/16 our 
correspondents received a call 
from LLB Attorneys who asked 
for the matter to be hold over for 
a little while so that they can 
peruse the court file where after 
they will respond herein. The 
matter is pending. 

Remote. We 
are of the 
opinion that 
our opponents 
will not 
succeed. 

The Naledi 

Local 

Municipality is at 
risk for R2 800 
000,00 plus 
costs and 
interest. 

Estimated cost 
will be 

± R400 000.00. 




Naledi Local 
Municipality / 
Fynbosland 

435 CC 

The matter was settled and the 
settlement agreement will be 
made an order of court on the 

28 th of June 2017. The 
settlement as signed by the 

Acting Municial Manager was 
sent to Kotze Low and 

Swanepoel acting for the Plaintiff 
herein. 

Possible. The 
Naledi Local 
Municipality 
did not pay the 
Plaintiff for his 
services 

The Naledi Local 
Municipality is at 
risk for 

R24 000 000,00 
plus interest and 
costs. 

R24 000 
000,00 
plus 
interest 
and costs 

Notice of motion: 

25 Sept. 2012. 

Cause of action: 

During 

approximately 

June 2011. 

More than 

12 months. 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 

Naledi Local 
Municipality / 
Bestcor 

Trading 

We are busy collecting the 
outstanding costs from our 
opponents. 






Naledi Mun / 

MP Nthali 

The matter is defended and a 
plea was drafted herein. 

Probable. 

The Naledi 

Local 

Municipality is at 
risk for 

R2 000 000.00 
plus cost and 
interest. 

R2 000 
000.00 

14 July 2014 

Less than 12 
months 

Naledi Mun / 
Ditira Fourie 

In this matter the Municipality 
received a Letter of Demand on 
the 25 th of June 2014. 

Since the 5 th of August 2014 we 
didn’t receive any response from 
the Plaintiffs’ attorneys and they 
also did not proceed to issue 
Summons. 

Remote. 

The Municipality is 
at risk for R100 
000.00 plus cost 
and interest. 

R100 

000.00 

10 April 2014 

More than 12 
months 

Naledi Mun / D. 
Ebersohn 

On the 4 th of August 2014 we 
sent a Notice of Contravention in 
terms of Section 41 of the land 
use planning ordinance to Mrs 
Ebersohn. Since 29 th of August 

Certain. 

The Municipality is 
not at risk as he is 
the Plaintiff herein. 


4 August 2014 



45 



















Naledi Local Municipality: Financial Recovery Plan 


NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 


2014 we didn’t receive any 
further instructions from the 
Municipality. 






Naledi Mun / 
Diefstal van 
Elektrisiteit 

In this matter electricity vouchers 
in the amount of R1 150 000.00 
were stolen from the Municipality. 

We are awaiting further 
instructions from your offices. 

Certain. 

The Municipality is 
not at risk. 

R1 150 
000.00 

10 February 2015 

More than 12 
months 

Naledi Mun / 
Ecotar 

The matter was settled. 

Remote. 

The Municipality is 
at risk for R357 
060.00 plus 
interest and cost. 

R357 

060.00 

Summons - 22 
September 2014 

Less than 12 
months 

Naledi Mun / F. 
Pestana and 

Best Ever 
Trading 

Summons was served. Kotze 

Low and Swanepoel defended 
the action and we are 

At present waiting for their plea. 
Certain information was asked 
for by the Defendants which we 
answered. 

Probable. 

The Municipality is 
not at risk as he is 
the Plaintiff herein. 

R3 000 
000.00 
plus. 

N/A 

More than 12 
months 

Naledi Mun/ 
Cathy 

Construction 

Section 65 proceedings 

Probable. 

The Municipality is 
not at risk. 

R97 

200.00 

From the 19 th of 
December 2011 
until the 29 th of 
March 2012. 

More than 12 
months 

Naledi Mun / JH 
Theron 

Sequestrated 

Probable 

The municipality is 
not at risk. 

R106 

774.19 

N/A 

Less than 12 
months. 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 

Naledi Mun / D. 
Theron 

Sequestrated 

Probable 

The municipality is 
not at risk. 

R106 

774.19 

N/A 

Less than 12 
months. 

Naledi Mun / 
Telkom SA 

We confirm that in this matter 
summons were issued against 
the municipality for damages 
done to telkoms’ cables. The 
matter was defended and we 
delivered a plea. At this stage 
we are waiting for our opponents 
to provide us with certain 
documents. 

Probable. 

The municipality is 
at risk for R31 
619.03 

R31 

619.03 

Summons - 29 

May 2015 

Less than 12 
months 

Naledi Mun / HJ 
STrydom 

Settled 

Probable. 

The municipality is 
at risk for R29 
951.46 

R29 

951.46 

2 February 2015 

Less than 12 
months 

Naledi Mun / 

Vbg Agri 

The Closed Corporation was 
liquidated 

Probable 

The municipality is 
not at risk 

R166 

192.24 

Summons - 30 
March 2016 

Less than 12 
months 

Naledi Mun / 

Vbg Agri Bk 

Liquidated 

Probable 

The municipality is 
not at risk 

R116 

177.86 

Summons - 30 
March 2016 

Less than 12 
months 

Naledi Mun /1 
du T. Fourie 

We conform that summons was 
issued at the magistrates court 
Vryburg. The matter was 
defended. At this stage we are 
awaiting your further instructions 
regarding the offer of settlement 
that was made by the defendant. 

Probable. 

The municipality is 
not at risk. 

R2335.27 

Summons - 17 
December 2008 

Less than 12 
months 

Naledi Mun 

The matter was settled and 

Probable. 

The municipality is 

R47 

4 November 2014 

More than 12 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 

and Sechaba 
Thindi / OS 
Thaganyane 

finalised. 


at risk for R47 
569.75 plus costs 
and interest. 

569.75 


months 

Naledi Mun / 

Vaal harts 

Water 

In this matter we have not 
received any further instructions 
and we have not been served 
with any summons herein. 

Probable. 

The municipality is 
at risk for R23 232 
269.64 

R23 232 
269.64 

Letter of demand 
- 25 th November 
2009 

More than 12 
months 

Naledi Mun / 
Chappie 

Theron 

sequestrated 






Naledi Mun / 
Vryburg Truck 
& Auto 

Settled 

Probable. 

The municipality is 
at risk for R399 
000.00 plus cost 
and interest. 

R399 

000.00 

Summons - 27 
August 2015 

Less than 12 
months 

Naledi Mun / 
Wiets Vervoer 

Our file is closed. 

Remote 

The municipality is 
not at risk 

R595.05 

Summons - 15 

May 2002 


Naledi Mun / 
Repossession 
of Council 

Erven 

During 29 November 2010 you 
gave us instructions to reposes 

Erf 3910 and 3911. Since the 
above mentioned date you didn’t 
give us any further instructions 
and we urgently await your 
instructions herein. 






Naledi Mun / 
Stella 

Portugese 

In this matter we issued a letter 
of demand against Stella 

Portuguese market for 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 

Market 

outstanding water and electricity 
account. 







The defendant did make 
payments. We await your further 
instructions and more specifically 
if the full amount was settled by 
the defendant. We await your 
instructions and more specifically 
if the full amount was settled by 
the Defendant, 






Naledi Mun / 
Carel 

Sterrenberg 

We have not received further 
instructions. 






Naledi Mun / 
Scheepers 

Motor Eng 

The municipality gave us 
instructions to send a letter or a 
notice to Mr Scheepers in terms 
of Section 41 of national building 
regulations and building 
standards act to remove certain 
structures which was elected 
without the approval of the local 
authority. 







We await your further 
instructions since 2013. 






Naledi Mun / T. 
Sejake 

In this matter a writ of execution 
was issued against the 
municipality in the amount of 

Probable 

The municipality is 
at risk for R192 
320.25 

R192 

320.25 

Writ of execution 
- 19 December 
2014 

Less than 12 
months 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 


R192 320.25. We await your 
further instructions. 






Naledi Mun / 

HS du Preez 

Cordu 

Investments 

Finalised 






Naledi Mun / 

CNJ van 
Rensburg 

File closed 

Remote 

The municipality is 
not at risk 

R21 

663.33 

Summons issued 
- 29 November 
2001 

More than 12 
months 

Naledi Mun / 

HB Macala 

In this matter summons was 
issued against the Naledi local 
municipality in the magistrates 
court Vryburg on the 10 th of 

March 2015. The matter was 
defended and the plea was filed. 

At this stage we await the plaintiff 
to place the matter for trial. 

Probable 

The municipality is 
at risk for R65 
772.36 plus 
interest and cost. 

R65 

772.36 

Summons - 10 
March 2015 

Less than 12 
months 

Naledi Mun / 

Pastor 

Masekwane 

In this matter the Naledi local 
municipality gave us instructions 
on the 17 th of September 2014 
for an urgent court order in terms 
of section 221 of act 103 of 1977 
to compel the transgressive to 
comply with the act. We brought 
a notice of motion on the 22 of 
October 2014. The matter was 
postponed, at this stage we are 
awaiting your further instructions 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 


herein. 






Naledi Mun / 

D.J. Moinwe 

In this matter the Naledi local 
municipality received a letter of 
demand on the 30 th of 

September 2015 regarding an 
accident that happened on the 

14 th of September 2014 at pick 
and pay area Vryburg between 
the plaintiffs’ vehicle and the 
vehicle that is owned by the 
municipality. We replied to the 
letter. At this stage we are 
awaiting your reply on the letter 
from Kotze Low and Swanepoel 
attorneys dated the 8 th of 

February 2016. 

Probable 

The municipality is 
the liable person 
herein, the 
amount is R35 
304.23. 

R35 

304.23 

Letter of demand 
- 30 September 
2015 

More than 12 
months 

Naledi Mun / 

K.P. Molale 

In this matter we received 
instructions from the Naledi local 
municipality on the 4 th of august 
2014. We obtained the court 
order to stop the respondent to 
build on erf 1503 without prior 
approval of plans by the Naledi 
local municipality. At this stage 
we are awaiting your further 
instructions herein. 






Naledi Mun / 
Jicama 167 cc 
t/a AAS 

In this matter summons were 
issued against the Naledi local 
municipality for services 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 

CAUSE OF 
ACTION 

TIME UNTIL 
FINALISED 

Operations 

rendered. Judgment was taken 
against the municipality and a 
warrant of execution was issued. 
This is an outstanding amount of 
statement of account of our 
opponents that needs to be paid 
by you and we urgently await 
payment. 






Naledi Mun / 

TEB Properties 

We await your further instructions 
herein. 






Naledi Mun / F 
Pestana 

We await your further instructions 
herein. 






Naledi Mun / M 

L Mogwasi 

We await your further instructions 
herein. 






Naledi Mun / B 
Mtshali 

We await your further instructions 
herein. 






Naledi Mun / K 

S Schimmels 

We await your further instructions 
herein. 






Naledi Mun / M 

H Shoarane 

We await your further instructions 
herein. 






Naledi Mun / B 

S Tsele 

We await your further instructions 
herein. 






Naledi Mun / J 

L Rossouw 

We await your further instructions 
herein. 
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NAME OF 
ENTITY 

ATTORNEY’S REMARK 

CERTAIN / 
PROBABLE/ 
NOT 

PROBABLE 

RISK 

PROVISI 

ON 

AMOUNT 
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ACTION 

TIME UNTIL 
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Naledi Mun / 0 

W Kgosiemang 

We await your further instructions 
herein. 






Naledi Mun / 0 
Kgarane 

We await your further instructions 
herein. 






Naledi Mun / 0 

N Ntshekang 

We await your further instructions 
herein. 






Naledi Mun / K 1 
Mokgalagadi 

We await your further instructions 
herein. 






Naledi Mun / P 
Molele 

We await your further instructions 
herein. 






Naledi Mun / L 

L Moleboge 

We await your further instructions 
herein. 






Naledi Mun / M 

E Joseph 

We await your further instructions 
herein. 






Naledi Mun / T 
Senye 

We await your further instructions 
herein. 






Naledi Mun / M 

K Mentoor 

We await your further 
instructions herein. 
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It is accordingly recommended that the Municipality: 

1. Carry out an immediate review of all outstanding cases with a view to recommend to 
Council those cases that out to be settled and commence with settlement 
negotiations; 

2. Draft a proper service level agreement with attorneys; 

3. Set up a proper litigation register; containing relevant information such as case 
number, courts (jurisdiction), amounts (claims), attorneys and expected time of the 
litigation of all current litigation against and for the Municipality. The register should 
deal with cases against the municipality, cases where the municipality is the plaintiff 
(and cases where the municipality is the plaintiff in debt collection), as well as cases 
where the municipality is not at risk i.e. where the insurers of the municipality will 
stand in on behalf of the municipality; 

4. Draft a proper litigation manual on how to deal with litigation, for submission to 
Council, for approval; 

5. At present the Municipality cannot consider a panel of legal firms to do the legal work 
of the Municipality; if possible in future it can be done whereby administration and 
possibly costs can be reduced (proper drafted service level agreements should be in 
place with attorneys) - which should be reviewed annually; 

6. Ensure that all correspondence regarding legal work is up to date, and appropriately 
filed; 

7. The legal register should be updated on a monthly basis and it must be forwarded to 
council for every council meeting; 

8. Note should be taken towards the contingent liabilities as stated in the report of the 
Auditor-General of 2017. 


3.1.3.3. Contract Management 

The Legal Manager is also responsible for Contract Management. Audits in contract 
management should include an assessment of procurement processes, contract 
management and the related controls in place. To ensure a fair, equitable, transparent, 
competitive and cost-effective supply chain management (SCM) system, the processes and 
controls need to comply with legislation and minimise the likelihood of fraud, corruption, 
favouritism and unfair and irregular practices. 

At present there is no dedicated staff on the structure with the ultimate responsibility for 
contract management, besides the Corporate Manager and Legal Manager. Contract 
management reside between Supply Chain Management (SCM) and Corporate Services 
Management. The Municipality should allocate proper resources to carry out the contract 
management functions. 

At present no contract register is in existence and nobody checks the legality and 
correctness of contracts to bear the minimum risk for the NLM. This applies to both contracts 
drafted by lawyers/attorneys on behalf of the NLM or contracts drafted by lawyers/attorneys 
acting for other parties that contract with the NLM or standard (pre-printed) agreements. No 
agreement however could be reviewed. 
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The Municipality must thus ensure that the procurement of goods and services comply with 
inter alia the Constitution and the law. Specific reference is made to the status of the Auditor- 
General’s Report 2017 regarding irregular expenses arising from an apparent lack of 
management to comply with SCM legislation and Regulations. 

The Municipality must further ensure that the organisational structure has person or persons 
(as recommended), not only responsible for SCM, but also for contract management. It is 
clear that contract management starts at the procurement process, as required by the 
Constitution, the MFMA and the law. In the Case of NLM there is no evidence that, that all 
other aspects of the Constitution, the MFMA, the law and other applicable policies are strictly 
adhered to prior to and after the entering of contracts. 

In the first instance, in the absence of a contract unit or person within the Municipality 
charged with the responsibility, it cannot be in its best interest to continue to outsource this 
core function. 

SCM and Legal should all work together to ensure that: 

• contracts entered into duly protect the Municipality, 

• contracts are in line with the Constitution and the law, 

• contracts are monitored for compliance 

• contracts are duly terminated at the end of the contract period, and 

• that any variance or extension of contracts are duly placed before the Council for 
approval. 

The risks associated with poor contract management can lead to fines and penalties. Poor 
administration of contracts makes disputes more likely. And settling disputes entails legal 
expenses and, potentially, costly litigation. 

Deviation from SCM processes has resulted in high levels of irregular / unauthorized / 
fruitless and wasteful expenditure. There is no indication as to what legal and or disciplinary 
steps, where appropriate, have been taken. 

Irregular expenditure incurred in the current financial year was as a result of the 
contravention of SCM legislation. Irregular expenditure was identified during the audit 
process by the Auditor-General and not detected by monitoring processes of the Naledi 
Local Municipality. The root cause of the lack of effective prevention and detection are 
management did not review and monitor compliance with applicable laws and regulations, 
insufficient staff in the supply chain unit and supply chain staff have insufficient knowledge of 
applicable laws and regulations relating to supply chain management 

It is accordingly recommended that: 

1. SCM processes must be fair, transparent, competitive, cost effective and in line with 
the Constitution and the law. The Municipal Manager (MM) and the Corporate 
Manager must ensure that the SCM committees act independently and are not 
unduly influenced in any way; 

2. Persons appointed to the committees are fully trained; 

3. All bid SCM committees documentation are kept in safe custody; 

4. Original and/or copies of contracts are kept in archives with proper numbering, 

5. Responsible project managers of each contract entered into monitor and evaluate 
the execution of the contracts having regard to the deliverables and time allocated 
thereto; (current contracts should be examined immediately), 

6. The performance of all contractors or providers is not monitored on a monthly basis. 
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7. A contract end/exit report is submitted by the project manager signed off by the Legal 
Department and submitted to the Municipal Manager; 

8. In general development of a contract management register, with proper numbering, 
which must be submitted to the MM on a monthly basis. This will facilitate further 
continuous control. 

9. Immediate investigation should be done to deviation from SCM processes that have 
resulted in high levels of irregular / unauthorized / fruitless and wasteful expenditure. 
Legal and / or disciplinary steps, where appropriate, should be taken. 

10. Draft a proper contact management and SCM management manual on how to deal 
with contact management and comply with legislation, for submission to Council, for 
approval. 
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3.2. Infrastructure and Service Delivery Matters 

3.2.1. Powers and Functions 


The Naledi Local Municipality interprets portrays its constitutional responsibility in terms of the 
provision of services between itself and the DM as follows: 


Naledi LM: Interpretation of Allocated Municipal Functions & 
Powers according to Constitution Schedule 4, Part B 

District 

Municipality 

Naledi LM 

Governance and Administration 

Yes 

Yes 

Water Services 

Yes 

Yes 

Municipality is water services authority 

Yes 

No 

Municipality is water services provider 

No 

Yes 

Electricity and Gas Reticulation 

No 

Yes 

Electricity 

No 

Yes 

Street lighting 

No 

Yes 

Municipal Transport 

Yes 

Yes 

Municipal public transport 

Yes 

No 

Municipal airports 

No 

Yes 

Waste Management 

Yes 

Yes 

Refuse removal 

Yes 

Yes 

Refuse dumps/solid waste disposal 

Yes 

Yes 

Cleansing 

No 

Yes 

Roads and Storm water Systems 

Yes 

Yes 

Municipal roads 

Yes 

Yes 

Storm water systems in built-up areas 

Yes 

Yes 

Municipality performs the 'District' roads function 

Yes 

No 

Community and Social Services 

No 

Yes 

Local amenities: Regulation & facilitation 

No 

Yes 

Local amenities: Service provision 

No 

Yes 

Local sports facilities: Regulation & facilitation 

No 

Yes 

Local sports facilities: Service provision 

No 

Yes 

Municipal parks and recreation: Regulation & facilitation 

No 

Yes 

Municipal parks and recreation: Service provision 

No 

Yes 

Public places: Regulation & facilitation 

No 

Yes 

Public places: Service provision 

No 

Yes 

Child care facilities: Regulation & facilitation 

No 

Yes 

Child care facilities: Service provision 

No 

No 

Cemeteries, funeral parlours and crematoria: Regulation & 
facilitation 

No 

Yes 

Cemeteries, funeral parlours and crematoria: Service provision 

No 

Yes 

Libraries: Regulation & facilitation 

No 

No 

Libraries: Service provision 

No 

Yes 

Museums: Regulation & facilitation 

No 

No 

Museums: Service provision 

No 

Yes 

Planning and Development 

Yes 

Yes 

Municipal planning 

Yes 

Yes 

Building regulations 

No 

Yes 

Land-use management 

Yes 

Yes 

Property development (non-municipal property) 

No 

No 

Emergency Services 

Yes 

Yes 

Fire fighting: Authority 

Yes 

No 

Fire fighting service provision 

No 

Yes 

Rescue services 

Yes 

Yes 
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Naledi LM: Interpretation of Allocated Municipal Functions & 
Powers according to Constitution Schedule 4, Part B 

District 

Municipality 

Naledi LM 

Disaster management 

Yes 

Yes 

Municipal Health 

Yes 

Yes 

Municipal health: Regulation & facilitation 

Yes 

No 

Municipal health: Service provision 

No 

Yes 

Licensing and control of undertakings that sell food to the public: 
Regulation 

No 

No 

Licensing and control of undertakings that sell food to the public: 
Service provision 

No 

No 

Noise pollution: Regulation & facilitation 

No 

No 

Noise pollution: Service provision 

No 

No 

Pounds: Regulation & facilitation 

No 

Yes 

Pounds: Service provision 

No 

No 

Accommodation, care and burial of animals: Regulation & 
facilitation 

No 

Yes 

Accommodation, care and burial of animals: Service provision 

No 

No 

Licensing of dogs: Regulation & facilitation 

No 

Yes 

Licensing of dogs: Service provision 

No 

No 

Primary Health Care 

No 

No 

Primary Health Care 

No 

No 

Environmental Management 

Yes 

Yes 

Environmental planning 

Yes 

Yes 

Bio-diversity management 

Yes 

Yes 

Climate change interventions 

No 

Yes 

Alternative energy planning 

No 

Yes 

Air pollution 

Yes 

No 

Economic Development 

Yes 

Yes 

Local tourism: Regulation & facilitation 

Yes 

No 

Local tourism: Service provision 

No 

No 

Markets: Regulation & facilitation 

No 

No 

Markets: Service provision 

No 

No 

Abattoirs: Regulation & facilitation 

No 

No 

Abattoirs: Service provision 

No 

No 

Trading regulations: Regulation & facilitation 

No 

Yes 

Trading regulations: Service provision 

No 

No 

Street trading: Regulation & facilitation 

No 

Yes 

Street trading: Service provision 

No 

No 

Billboards and the display of advertisements in public places: 
Regulation & facilitation 

No 

Yes 

Billboards and the display of advertisements in public places: 
Service provision 

No 

No 

Fences and fences: Regulation & facilitation 

No 

Yes 

Fences and fences: Service provision 

No 

No 

Control of undertakings that sell liquor to the public: Regulation & 
facilitation 

No 

Yes 

Control of undertakings that sell liquor to the public: Service 
provision 

No 

No 

Local economic development: Regulation & facilitation 

Yes 

Yes 

Local economic development: Service provision 

No 

No 

Housing 

No 

Yes 

Housing facilitation (managing developers, housing lists etc.) 

No 

Yes 

Acting as developer of housing 

No 

Yes 

Landlord (owning and managing housing stock) 

No 

Yes 
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Naledi LM: Interpretation of Allocated Municipal Functions & 
Powers according to Constitution Schedule 4, Part B 

District 

Municipality 

Naledi LM 

Traffic and Policing 

No 

Yes 

Traffic and municipal police 

No 

Yes 

Community safety 

No 

No 

Control of public nuisances 

No 

Yes 

Driver licensing 

No 

Yes 

Motor vehicle licensing 

No 

Yes 


3.2.2. Service Delivery and Infrastructure Challenges 

Information obtained from the Annual Report of 2015/16, portrays the following general information 
pertaining to service delivery data. 


Extent of Current Service Delivery (2015/16) 

Households with piped water in either the dwelling or yard 

16444 

Households with electricity for lighting, cooking or heating 

14255 

Households making use of flush, chemical and dry toilets 

15297 

Households with refuse collection on a daily basis 

12337 

Households in formal dwellings 

15324 


Extent of Current Backlogs (2015/16) 

Water 

1065 

Electricity 

6349 

Sanitation 

3074 

Refuse 

16237 

Housing 

3250 


More recent information pertaining to basic service delivery at NLM are tabled below: 


NALEDI LOCAL MUNICIPALITY 

- ACCESS TO BASIC SERVICE DELIVERY 

Service 

Authority/ 
Service Provider/ 
Service Level 
Agreement 

Current 
number of 
households 
with 
Access 

Current 
Status of 
Backlogs 

% 

Challenges 

Cost to 
Eradicate 
the 

Backlog 

Water 

Service provider 

18 574 

2 130 

11.4% 

All formal households 
fully serviced. Need 
houses 

R3.3mil 

Sanitation 

Service provider 

18 574 

4 057 

21.8% 

Same as above 

R25.7mil 

Solid 

Service provider 

18 574 

3 780 

20.3% 

Same as above 

R5.5mil 
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NALEDI LOCAL MUNICIPALITY 

- ACCESS TO BASIC SERVICE DELIVERY 

Service 

Authority/ 
Service Provider/ 
Service Level 
Agreement 

Current 
number of 
households 
with 
Access 

Current 
Status of 
Backlogs 

% 

Challenges 

Cost to 
Eradicate 
the 

Backlog 

Waste 







Electricity 

Service provider 

18 574 

4 057 

21.8% 

Same as above 

R3.8mil 

Housing 


15 887 

3 665 


Same as above 

R198mil 

Road Infra¬ 
structure 

Service provider 


82.5 

36% 


R455mil 


3.2.3. Water Services: (Key Service no 1) 

Furthermore, with regards to the water supply service delivery, the following information pertaining to 
service delivery has also been obtained from the following website: 


https://municipalities.co.za/services/1050/naledi-local-municipalitv 


Water 

2015/16 

2014/15 

2013/14 

2012/13 

2011/12 

Blue Drop Score 

n/a 

n/a 

42.91% 

n/a 

51.03 

Is the municipality responsible to 
provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Does the municipality have 
infrastructure to provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Does the municipality actually 
provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Is the service 

outsourced/commercialised? 

No 

No 

No 

No 

No 

Number of households and non¬ 
domestic customers to which 
provided 

8 439 

8 374 

8 251 

8 251 

8 113 

Number of domestic 
households/delivery points 

8 327 

8 271 

8 148 

8 148 

8 067 

Inside the yard 

8 226 

8 080 

7 690 

7 690 

7 633 

Less than 200m from yard 

101 

191 

458 

458 

434 

More than 200m from yard 

0 

0 

0 

0 

0 

Domestic households with access to 
free basic service 

6 094 

4 759 

4 759 

4 739 

4 583 


The Naledi LM is not a Water Services Authority (WSA) and therefore not responsible for bulk water 
supply. Accordingly, bulk water supply the function of the Dr Ruth Segomotso Mompati DM. 
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The following information pertaining to basic service delivery in this regard has been obtained from 
the website https://municipalities.co.za/services/1050/naledi-local-municipalitv 


Sewerage and Sanitation 

2015/16 

2014/15 

2013/14 

2012/13 

2011/12 

Green Drop Score 

n/a 

n/a 

n/a 

n/a 

0 

Is the municipality responsible to 
provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Does the municipality have infrastructure 
to provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Does the municipality actually provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Is the service 

outsourced/commercialised? 

No 

No 

No 

No 

No 

Number of households and non-domestic 
customers to which provided 

8 192 

8 183 

8 162 

8 251 

8 178 

Number of households using: 

Flush toilet - public sewerage 

7 979 

7 889 

7 690 

7 952 

8 075 

Flush toilet - septic tank 

0 

0 

199 

0 

57 

Ventilated pit latrine 

0 

0 

0 

0 

0 

Bucket system 

101 

191 

170 

196 

0 

Other 

0 

0 

0 

0 

0 

Domestic households with access to free 
basic service 

4 759 

4 759 

4 759 

4 739 

4 583 


As in the case with water, no information on the status of bulk waste water disposal infrastructure 
could be obtained and should therefore be pursued during the visit to NLM. 

The NLM list its major challenges with regards to water and sanitation to be the following: 

WATER 

• Inadequate supply of bulk water; 

• Lack of monitoring equipment on water; 

• External and reticulation water lines in need of upgrading; 

• Service delivery vehicles shortage. 

SANITATION 

• Relative roles of responsibility for service provision; 

• Bulk and reticulation sewer lines in need of upgrading; 

• Service delivery vehicles shortage. 


3.2.4. Electricity: (Key Service no 2) 

Information pertaining to extent of electricity supply of the municipality has been obtained from the 
NLM and is summarized below: 

> The electricity is provided in the following areas by ESKOM and NLM respectively. 

o ESKOM: Dithakwaneng, Devondale, Huhudi, Broedersput, Gedeeltspan and the 
farms. 
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o NLM areas: Extension 28, Extension 25, Kismet Park, farms and plots, Colridge, Stella 
Town, Rekgaratlhile, CBD and the residential area. 

> Provision of power to additional 1500 households at Extension 28 

> Appointment for electrification of 700 households in greater Vryburg concluded 

> Network replacement of Aluminium with Copper Cables 

> Public lighting is provided to all areas of the municipality. 

> The Municipality supply electricity through smart metering to reduce electricity (Convenient 
and temper detectable) 

Additional data pertaining to the NLM, has been obtained from the following website: 

https://municipalities.co.za/services/1050/naledi-local-municipalitv 


Electricity 

2015/16 

2014/15 

2013/14 

2012/13 

2011/12 

Is the municipality responsible to provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Does the municipality have infrastructure to 
provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Does the municipality actually provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Is the service outsourced/commercialized? 

Yes 

Yes 

Yes 

Yes 

Yes 

Number of households and non-domestic 
customers to which provided 

8 176 

7 690 

7 690 

7 690 

7 379 

Domestic households with access to free 
basic service 

4 759 

4 759 

4 759 

4 739 

4 583 


3.2.5. Roads: (Key Service no 3) 

The NLM is only responsible for the internal roads (streets), with the external roads being the 
responsibility of the DM, Province and SANRAL. 

The roads are generally not well-maintained with extensive potholes being evident and associated 
insurance claims being relatively frequent. Whilst no detail of the extent of the road network could be 
obtained, the municipality estimate the cost of restoring the maintenance backlog to be R455mil. 

It has been established that the municipality does not have a road maintenance plan in place. This 
will be addressed during the drafting of the recovery plan. 


3.2.6. Environmental Management and Solid Waste Management (Landfill Sites) 

The only information pertaining to solid waste handling has been obtained from the following website: 

https://municipalities.co.za/services/1050/naledi-local-municipalitv 


Solid Waste Services 

2015/16 

2014/15 

2013/14 

2012/13 

2011/12 

Is the municipality responsible to provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Does the municipality have infrastructure to 
provide? 

Yes 

Yes 

Yes 

Yes 

Yes 
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Solid Waste Services 

2015/16 

2014/15 

2013/14 

2012/13 

2011/12 

Does the municipality actually provide? 

Yes 

Yes 

Yes 

Yes 

Yes 

Is the service outsourced/commercialised? 

No 

No 

No 

No 

No 

Number of households and non-domestic 
customers to which provided 

3 715 

3715 

8 271 

8 271 

8 175 

Domestic households with access to free 
basic service 

4 759 

4 759 

4 759 

4 739 

4 583 


3.2.7. Community and Recreational Facilities 

The NLM is generally well provided with community services i.e. halls, sport grounds, etc. However, 
the facilities lack reasonably maintenance with the general condition of the respective facilities 
summarized below: 


Community/ Town 

Cemetery 

Community 

Hall 

Community Facility 

Sports 

Grounds 

Swimming 

Pool 

Library 

Vryburg 

1 



1 

1 

Huhudi 

2 

1 

1 

1 

1 

Colridge 

2 

1 

1 * 

1 

1 

Stella 

2 





Kismet 


1 * 

1 * 



Banquet Hall 


1 




Gymnasium 



1 



Swartfontein 




1 


Devondale 





1 

Dithakwaneng 





1 

Joe Moroleng 
Hospital 





1 


* - Facilities not functional 

With regards to facilities in the respective town in Naledi, the following information pertaining to the 
general condition of sports grounds has been obtained: 

3.2.7.1. Sports Grounds 

3.2.71.1. Huhudi 

° Huhudi Sport Facilities: Multi-functional sport facility with: 

> Artificial football field - good condition 
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> 


> 

> 

> 

> 

> 

> 

> 


3.2.7.12. 


Irrigated natural grass football field - not playable due to a lack of water in the location, 
need for a bore hole. 

Netball court (2x) - playable condition 

Indoor hall - playable condition but needs attention 

2 dressing room blocks - one not connected to the water supply infra structure 
Care taker house 
Security block 

Basketball court next to Mandela road; playable but not in a good condition. 

Huhudi swimming pool. Not in use. MIG application has been registered and approved. 
Implementation in 2018/2019 financial year. 

Colridge 


° Colridge sport facility; Multi-functional sport facility with; 

> Irrigated natural grass football field; good condition, with lights 

> Tennis courts (2), good condition with lights 

> Netball courts (2) not in a playable condition 

> Graded football field, bad condition, playable 

> Pavilion with dressing rooms and toilets for spectators; good condition 

> Care taker house 

> Security bock 

° Colridge swimming pool; not in use. MIG application has been registered and approved. 
Implementation in 2018/2019 financial year 

32.7.1.3. Kismet 


A multi-functional sport ground (soccer, rugby and athletics) which is in a non-playable state. 
32.7.1.4. Stella 

No municipal facilities exist in Stella. A MIG application has been registered and approved for a basic 
multi-functional sport facility. 

3.2.7.1.5. Dithakwaneng 

No municipal facilities exist in Dithakwaneng. A MIG application has been registered and approved 
for a basic multi-functional sport facility. 

3.2.7.1.6. Broedersput and Devondale 

No municipal facilities exist in Broedersput and Devondale. 


3.2.7.2. Cemeteries 

The general condition of the cemeteries in the NLM are summarized below: 


Town 

Fence 

Security 

Care 

taker 

Electricity 

Waiting 

room 

Ablution 

block 

Store 

room 

Maintenance 

equipment 

Huhudi-Old 

Half 

No 

No 

No 

No 

No 

No 

No 

Huhudi-New 

No 

No 

No 

No 

No 

No 

No 

No 
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Town 

Fence 

Security 

Care 

taker 

Electricity 

Waiting 

room 

Ablution 

block 

Store 

room 

Maintenance 

equipment 

Colridge-New 

No 

No 

No 

No 

No 

No 

No 

No 

Colridge-Old 

No 

No 

No 

No 

No 

No 

No 

No 

Stella 

Yes 

No 

No 

No 

No 

No 

No 

No 

Devondale 

No 

No 

No 

No 

No 

No 

No 

No 

Dithakwaneng 

No 

No 

No 

No 

No 

No 

No 

No 

Broedersput 

No 

No 

No 

No 

No 

No 

No 

No 


3.2.7.3. Libraries 

Naledi Local Municipality comprises of seven community libraries that are based at the following 
areas: Devondale, Dithakwaneng, Colridge, Joe Morolong Memorial Hospital, Huhudi, Vryburg, and 
Stella. All the libraries are functional except Vryburg library which is still on the verge of completion 
from renovation. 

The buildings of all these libraries are not well maintained. Huhudi Library was renovated in 2012 and 
since then it was never maintained. Some of the lights are dysfunctional and need to be replaced. 
Colridge library building is in a bad condition. Windows are broken and need to be replaced, toilet 
section is physically moving from the main building Devondale and Dithakwaneng libraries request 
only painting and perhaps expansion to accommodate more people at once. Stella library is currently 
situated at the main building of the municipality. The department of Culture, Arts and Traditional 
Affairs is on the verge of building new library at Stella in this financial year 2018/19 meaning that 
when the building is done the library will relocate to the newly constructed building. 

Naledi Libraries receive Conditional grants from the Provincial Treasury through the Department of 
Culture, Arts and Traditional Affairs to assist in administration and running of daily operations. The 
amount varies from year to year. 

In terms of the staffing, Libraries consist of two qualified librarians, twelve library assistants, three 
cleaners and three general workers (gardeners) all of whom are based and stationed at different 
branches. 

3.2.8. Public Safety, Traffic and Licensing 

The NLM fulfils a full traffic and licensing function. However, it does not render any public safety 
function. 

3.2.9. Planning and Human Settlement 

The status quo pertaining to the planning and human settlement division comprises the following: 

• Planning: 

o Assets cannot be spatially loaded onto the system 
o Land-use maps cannot be electronically updated 
o Inability to scan and store information 

• Housing 

o Challenges with regard to illegal occupation of existing family units at Phomolong. 
o Inadequate debt collection. 
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The consequences of the above-mentioned associated challenges result in an inability to provide 
adequate planning and associated suitable housing. 

3.2.10. Local Economic Development 

The challenges pertaining to the status quo in the LED, vests in the following: 

• Obsolete tools and equipment; 

• Inadequate talent mapping; 

• Community resistance. 

The above-mentioned challenges manifests in the following constraints and associated under 
performance: 

• Cash-flow constraints; 

• Political interference; 

• Ineffectiveness of Ward Committees; 

• Sense of entitlement from community. 

3.2.11. Tariff Analysis 

No tariff assessment, analysis and associated cost recovery is currently pursued in the technical 
department. 
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3.3. Financial Challenges 

The financial challenges faced by Naledi Local Municipality emanates from inefficiencies in 
operations and administration, lack of effective financial management and controls, lacks capacity 
to compile credible budget and management of the budget, among others. 

The Medium-Term Revenue and Expenditure Framework (MTREF) for 16/17 is not funded and 
not realistic which exposes the Municipality to serious cash flow crisis hence its inability to meet 
its financial obligation. This is evident due to the fact that most of its suppliers are not paid within 
30 days as per MFMA. Eskom is the Municipality’s biggest creditor and is currently being charged 
interest by Eskom which constitute fruitless and wasteful expenditure. 

The non- payment of suppliers have increased the municipality’s liabilities. The municipality does 
not have a cash flow model and a methodology on how to prioritise creditors’ payments. No 
monthly bank reconciliations are performed by the municipality which makes cash flow 
management impossible. 

The municipality is facing billing challenges where it is not fully recovering four of its main 
revenue sources including property rates. The municipality is not effectively and consistently 
implementing the credit control and debt collection policy which was approved by council. The 
result of this non-implementation of the council approved credit control and debt collection policy 
leads to cash flow crisis. 

The Financial Management Capability Maturity Model (FMCMM) assessment outcome also 
revealed a numbers of weakness including assets management, risk, management, budget and 
treasury office, information technology, reporting, collection rates and net debtors, payment of 
creditors and budget implementation. The municipality must develop an action plan using the 
FMCMM template to address outcome of the assessment. 

Summary of Interventions to Resolve Financial Challenges: 

• Restructure the NLM budget in order to ascertain the realistic revenue and expenditure 
baseline. 

• Implement cost containment measures that will ensure NLM meets its service delivery 
obligations in line with financial commitments. 

• Implement Council approved credit control and debt collection policy in order to improve 
the cash inflows of the municipality. 

• Capacitation of the Budget and Treasury Office by ensuring that the position of the Chief 
Financial Officer is filled and all other critical vacancies. 

• Implement financial controls to mitigate over expenditure of line items thus avoiding 
unauthorised expenditure. 

• Implement a cash flow management model that will ensure that all the anticipated 
revenue, cash receipt and outflows are stringently managed at a daily basis. 
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Abbreviations used in this section: 

■ AFS - Annual Financial Statements 

• FY - Financial Year 

• m- Million 

• PPE - Property, Plant & Equipment 

• SCM- Supply Chain Management 

• MFMA - Municipal Finance Management Act (Act 56 of 2003) 

• GRAP - Generally Recognized Accounting Practice 

3.3.1. Financial Ratios 

An analysis of the following key ratios also highlights other areas that need attention and the 
indicators provide the main target areas to improve financial sustainability. In addition, these 
indicators can be used to improve the management of finances and improve services, which will 
assist NLM with its medium and long term plans. 

These indicators are contained in MFMA Circular 71. It is critical that any future revenue and 
expenditure plans be compared against the norms provided in Circular 71 as these will inform whether 
or not NLM is following a medium to long term sustainable path in its developmental decision 

To assess the financial health of NLM, a summary of financial ratios linked to MFMA Circular No. 71 
was undertaken using the 2016/17 (audited); 2015/16 (audited) and 2014/15 (audited) financial 
statements. 

Statement of Financial Position Ratios 


Capital 
Expenditure to 
Total Expenditure 


Impairment of 
Property, Plant 
and Equipment, 
Investment 
Property and 
Intangible assets 
(Carrying Value) 


Repairs and 
Maintenance as 
a % of Property, 
Plant and 
Equipment and 
Investment 
Property 
(Carrying Value) 


Norm 


10 %- 

20% 


0% 


8% 



Comments 


The Municipality’s spending on 
infrastructure is within the norm 


No impairment noted on capital 
assets 


The Municipality’s contribution 
to repairs and maintenance is 
lower than the norm. This could 
result in deterioration of the 
infrastructure and other assets 
and could have a resultant 
negative impact on service 
delivery or the municipality is 
having cash flow problems. 
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Collection Rate 


Bad Debts 
Written-off as % 
of Provision for 
Bad Debt 


Net Debtors 
Days 


Cash / Cost 
Coverage Ratio 
(Excl. Unspent 
Conditional 
Grants) 


Current Ratio 


Capital Cost 
(Interest Paid 
and Redemption) 
as a % of Total 
Operating 
Expenditure 


Debt (Total 
Borrowings) / 
Revenue 


Norm 


95% 


100% 


30 days 


1 -3 
Months 


1:5 to 2:1 


6% to 
8% 


45% 



Comments 


The collection rate has fallen 
below the norm, indicating 
issues with regards to the 
quality of credit control and 
revenue management. 
Revenue collection at the 
Municipality needs urgent 
attention and corrective 
measures should be 
implemented. The poor 
collection rate has contributed 
negatively to the cash flow of 
the Municipality. 


The actual write-off is 
significantly below the provision 
raised, indicating large amount 
of older debt on the debtor 
book. 


Due to ineffective credit control 
procedures, debtors are not 
settling their accounts within a 
30 day period which has 
impacted negatively on the 
cash flows. 


This ratio indicates the 
Municipality has a cash flow 
challenge and is unable to 
meet its short terms 
obligations. 


The current liabilities exceed 
the current assets. The 
Municipality is unable to meet 
all its current or short-term 
obligations. 


Except for the 2017 year, the 
Municipality is within the norm. 


The ability to fund current and 
future operations are highly 
doubtful. 
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Statement of Financial Performance Ratios 


Net Operating 
Surplus Margin 


Net Surplus 

/Deficit 

Electricity 


Norm 


2014/15 

Audited 


2015/16 

Audited 


2016/17 

Audited 


Comments 


= or > 0% 



The Municipality has been 
operating at a deficit for 2015 
2017. 


0 % - 15 % 


N/a 


N/a 


N/a 


Data is not available for this 
calculation 


Net Surplus 
/Deficit Water 


= or > 0% 


N/a 


N/a 


N/a 


Data is not available for this 
calculation 


Net Surplus 
/Deficit Refuse 


= or > 0% 


N/a 


N/a 


N/a 


Data is not available for this 
calculation 


Net Surplus 
/Deficit 

Sanitation and 
Waste Water 


= or > 0% 


N/a 


N/a 


N/a 


Data is not available for this 
calculation 


Electricity 

Distribution 

Losses 

(Percentage) 


7% -10% 


Water 

Distribution 

Losses 

(Percentage) 


15% 

30% 


Revenue 
Growth (%) 


CPI 


Revenue 
Growth (%) - 
Excluding 
capital grants 


= CPI 


Creditors 
Payment Period 
(T rade 
Creditors) 


30 days 


Irregular, 
Fruitless and 
Wasteful and 
Unauthorised 
Expenditure / 


0% 



Electricity losses seem to be 
within the norm, but the 
accuracy of the amounts 
disclosed in the AFS are 
questionable. 


Water losses are exceptionally 
high, and appears to be 
increasing. However, the 
accuracy of the amounts 
disclosed in the AFS are 
questionable. 


The growth in revenue is not 
consistent. The growth appears 
to be most closely aligned to 
CPI during 2017. 


The growth in revenue appears 
not to be aligned to CPI. 


The delay in settling debts 
results in paying interest and 
penalties and overdue accounts 
which again gives to increased 
fruitless and wasteful 
expenditure. Service providers 
may also be reluctant to 
continue with services when 
accounts are overdue, 
negatively impacting on service 
delivery. 


The Municipality continues to 
incur UIF expenditure. This 
expenditure should be 
investigated and acted on. 
Measures should be put in 
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Total Operating 
Expenditure 


Remuneration 
as % of Total 
Operating 
Expenditure 


Contracted 
Services % of 
Total Operating 
Expenditure 


Own funded 
Capital 
Expenditure 
(Internally 
generated funds 
+ Borrowings) 
to Total Capital 
Expenditure 


Norm 


25% 

40% 


2% - 5% 



Comments 


place to ensure that no 
unauthorized, irregular, and 
fruitless and wasteful 
expenditure is incurred by the 
Municipality. 


Remuneration is within the 
norm, except for 2017. The 
main challenge facing the 
Municipality is the bloated 
structure. 


Contracted services are not 
within the norm. 


None 


6% 


3% 


- 18 % 


The high ratio is also due to low 
capital expenditure which may 
indicate a deteriorating of the 
asset / infrastructure base and 
service delivery shortcomings. 


Own funded 

Capital 

Expenditure 

(Internally 

Generated 

Funds) to Total 

Capital 

Expenditure 


None 


6% 


3% 


- 18 % 


Low capital expenditure which 
may indicate a deteriorating of 
the asset / infrastructure base 
and service delivery 
shortcomings. 


Own Source 

Revenue to 

Total Operating 

Revenue 

(Including 

Agency 

Revenue) 


None 


64% 


71% 


73% 


There is a slight increasing 
trend in own revenue sources, 
unfortunately this does not 
mean that the Municipality is 
self- sufficient since it’s failing to 
collect its outstanding debtors. 


Capital 

Expenditure 

Budget 

Implementation 

Indicator 


95% - 
100% 


Operating 

Expenditure 

Budget 

Implementation 

Indicator 


95% - 
100% 


Operating 

Revenue 


95% - 
100% 



Unless there were rollovers this 
might be unauthorised 
expenditure 


Non-compliance with budgeting 
control and laws and 
regulations. 


Ineffective billing and credit 
control to be implemented 
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Budget 

Implementation 

Indicator 


Service 
Charges and 
Property Rates 
Revenue 
Budget 

Implementation 

Indicator. 


Norm 


95% - 
100% 



Comments 


Ineffective billing and credit 
control to be implemented. 
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3.3.2. Budget 


The following table captures the actual vs budget for three financial years; from 2014/15 to 2016/17. 


Description 

2016/17 (audited) 

Budget Actual 

o/ 

2015/16 (audited) 

Budget Actual 

o/ 

2014/15 (audited 

Budget Actual 

O/ 


R(‘000) 

R(‘000) 

/o 

R(‘000) 

R(‘000) 

/O 

R(‘000) 

R(‘000) 

/O 

Revenue by Source 

Property Rates 

45,195 

76,826 

170% 

41,249 

36,776 

89% 

37,917 

34,342 

91% 

Electricity 

141,493 

100,361 

71% 

148,847 

114,197 

77% 

91,871 

97,549 

106% 

Water 

30,356 

15,119 

50% 

20,910 

14,479 

69% 

23,489 

13,707 

58% 

Sewerage & Sanitation 

18,480 

17,194 

93% 

14,919 

15,441 

104% 

13,897 

14,258 

103% 

Refuse Removal 

17,128 

15,909 

93% 

14,471 

14,565 

101% 

13,248 

14,439 

109% 

Rental of facilities & Equipment 

944 

1,004 

106% 

1,098 

807 

73% 

703 

738 

105% 

Other Income 

3,942 

30,882 

783% 

4,040 

46,978 

1,163% 

19,789 

35,134 

178% 

Interest received - Investment 

308 

529 

172% 

200 

402 

201% 

200 

235 

118% 

Interest received - Receivables 

16,200 

20,595 

127% 

15,000 

16,555 

110% 

15,000 

13,504 

90% 

Transfer grants: Operational 

67,240 

42,901 

64% 

66,554 

42,149 

63% 

53,859 

39,887 

74% 

Transfer grants :Capital 

84,003 

62,849 

75% 

41,044 

64,577 

157% 

44,751 

88,248 

197% 

License & Permits 

5,978 

6,390 

107% 

6,420 

6,569 

102% 

6,420 

6,935 

108% 

Gains on disposal of PPE 

10,000 

- 

0% 

10,000 

- 

0% 

14,000 

- 

0% 

Fines 

933 

1,812 

194% 

2,501 

977 

39% 

301 

1,481 

492% 

TOTAL REVENUE (incl. capital 
transfers) 

442,201 

392,370 

89% 

387,252 

374,472 

97% 

335,445 

360,457 

107% 

Expenditure by Type 

Employee Related Cost 

160,409 

162,319 

101% 

151,218 

152,718 

101% 

138,982 

140,489 

101% 

Remuneration of Councillors 

7,202 

6,980 

97% 

6,454 

6,561 

102% 

6,176 

6,288 

102% 
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Description 

2016/17 (audited) 

2015/16 (audited) 

2014/15 (audited 


Budget 

R(‘000) 

Actual 

R(‘000) 

% 

Budget 

R(‘000) 

Actual 

R(‘000) 

% 

Budget 

R(‘000) 

Actual 

R(‘000) 

% 

Depreciation & amortization 

49,370 

35,892 

73% 

48,500 

36,567 

75% 

60,600 

51,423 

85% 

Finance Cost 

36,352 

39,597 

109% 

21,938 

33,512 

153% 

21,938 

22,127 

101% 

Collection costs 

- 

- 


- 

278 


- 

- 


Impairment of Receivables 

20,650 

33,596 

163% 

19,089 

42,065 

220% 

13,919 

30,068 

216% 

Repairs & Maintenance 


2,510 


25,968 

6,199 

24% 

25,235 

8,187 

32% 

Bulk Purchase 

95,053 

76,305 

80% 

94,538 

88,464 

94% 

80,412 

82,316 

102% 

Contracted Services 

16,619 

25,876 

156% 

14,680 

23,368 

159% 

15,487 

12,476 

81% 

Transfers and Subsidies 

1,107 

144 

13% 

1,120 

1,998 

178% 

2,062 

7,764 

376% 

Other materials 

31,934 

- 

0% 

- 

- 


- 

- 


General Expenses 

22,352 

26,277 

118% 

19,913 

24,378 

122% 

20,426 

26,973 

132% 

Total Expenditure 

441,048 

409,497 

93% 

403,418 

416,108 

103% 

385,237 

388,111 

101% 

Operating Surplus/(Deficit) 

1,153 

-17,127 


-16,166 

-41,635 


-49,791 

-27,654 


Loss on disposal of PPE 

- 

2,276 


- 

1,573 


- 

292,048 


Actuarial gains/losses 

- 

-10,091 


- 

220 


- 

6,302 


Gain on natural movement of 
game / animals 

- 

684 


- 

-186 


- 

-989 


Unwinding of discounting 

- 

13 


- 

126 


- 

-1,287 



0 

-7,117 


- 

1,733 


- 

296,074 


Surplus/(Deficit) 

1,153 

-10,009 


-16,166 

-43,369 


-49,791 

-323,728 
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NLM has not compiled a credible and funded budget in all respects for 2016/17, 2015/16 and 
2014/15 financial years, mainly due to the following significant deviations (more than 110% and 
R300 000): 

• 170% / R 31,6m more than the budgeted property rates revenue was actually realised for the 
2016/17 financial year. The municipality was however qualified by the Auditor General on 
property rates due to duplication of charges. This needs to be investigated to determine the 
effect on the actual vs the budgeted amounts. 

• Electricity revenue was 71% / R 41,1m less than budget (2016/17) and 77% / R 34,6m less 
than budget (2015/16). The budgeted growth rate on electricity charges for 2015/16 is 
abnormal and unrealistic and therefore did not materialize. 

• Water revenue was 50% / R 15,2m less than budget (2016/17), 69% / R 6,4m less than 
budget (2015/16) and 58% / R 9.8m less than budget (2014/15). The budgeted growth rate on 
water charges for 2016/17 is abnormal and unrealistic and therefore did not materialize. 

• 783% / R 26,9m (2016/17) and 1 163% / R 42,9m (2015/16) more than the budgeted other 
income was actually realised for the financial years. The municipality should review its basis 
for determined the budgeted amounts for other income. 

• 163% / R12,9m over budget (2016/17), 220% / R 22,9m over budget (2015/16) and 216% / 
R16,1m over budget 2014/15 was actually spend of the budgeted amount with regards to 
impairment of receivables. This is significantly high and totally out of line with the actual 
expenditure. The budgeted amounts need to be reviewed and accordingly adjusted. 

• 156% (R 9,2m over budget) for 2016/17 and 159% (R 8,7m over budget) for 2015/16 was 
actually spend of the budgeted amount with regards to contracted services. This is 
significantly high and need to be reviewed and monitored and corrective measures 
implemented to address the weaknesses. The increase was mainly caused by the 
Municipality’s serious shortage of scarce-skills - therefore an increase in the contractors 
used. 

• The total expenditure were overspend by 3% / R 12,7m for 2015/16 and 1% / R 2.9m for 
2014/15 financial years respectively. 


The Municipality also budgeted for deficit in the 2014/15 and 2013/14 financial years. Section 18 of 
the MFMA provides guidelines on the funding of expenditure with regards to the annual budget 
compilation. 


Assessment of the 2016/17 MTREF Budget 

The North West Provincial Treasury (NWPT) undertook an analysis of the Final 2016/17 MTREF 
budget. The following paragraphs will highlight some of the findings in the NWPT’s report in regard to 
the assessment. 

• In terms of anticipated revenue the Municipality has increased the budget by R40 million 
compared with tabled budget, the movement is not realistic taking into consideration that is 
intended to address the deficit. Furthermore, the expenditure has been decreased slightly by 
R110 thousand which reflects non movement although it was expected that material 
expenditure would have been decreased accordingly. 

• The Municipality’s growth rate on service charges is very abnormal and unrealistic in in terms 
of cash flow budget except for the electricity services. The decline on water services was due 
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to some replacement done on water meters which informed realistically anticipated revenue 
and it should be noted that water infrastructure is the function of district municipality. 

• The “Other” service charges reported on the cash flow statement as at end May 2016 should 
have been correct as municipality has indicated that it is due to unallocated receipt on the 
financial system. Consequently, it is a challenge when calculating overall collection rate for 
the municipality. Overall collection rate stand at 80% which is a decline when compared to 
85% from previous years. 

• R16 million anticipated to be received from interest on outstanding debtors is questionable 
due to escalation of debt book every month and also AFS did not reflect the realization of the 
interest earned as stipulated. The Municipality was advised to review the anticipated cash 
flow budget as the Municipality is not performing well in that regard. 

• The license and permits function performed by the Municipality is not sustainable as the 
incurred costs are far more than the anticipated R5.9 million. The relevant department was 
engaged previously and no positive outcomes are being agreed upon and this also has 
impact on the budget and cash flow. 

• Grants allocation from Dr Ruth Segomotsi Mompati is reflects an amount of R26.5 million 
while the district in their budget indicate R20 million. The information depicts inconsistency in 
reporting between the district and the municipality although other local municipalities intend to 
benefit as well. 

• The amount of R19.7 million reflected on cash flow budget as other revenue is the additional 
of R15.8 million that the municipality projected to recover from debtors’ book. The additional 
recovery is not achievable considering that the municipality is underperforming in relation to 
revenue management, hence the cash flow constraint. Since the beginning of the financial 
year to May 2015 the municipality’s debt book has increased by an amount of R30 million 
thus an indication that the purported debt book reduction is not a reality. 

• Gains on disposal of PPE anticipated on revenue amounting to RIO million should be 
reviewed as the Municipality indicated sale of land on previous years and it never materialise 
as the process is still underway for finalization. The Municipality was also advised to review 
the projection as it will affect the planned activities funded through it. 

• There is a huge reduction on finance charges which is due to agreement with other creditors 
regarding accruals and interest charged on municipal account. 

• Bulk purchase included the R11 million of Eskom arrears account as per the proposed 
payment agreement for 2016/17. 

• Other expenditure projected exceed the anticipated expenditure budget with R4.7 million and 
this raise a concern as Municipality has cash flow constraints . 

• The Municipality’s overall is operating at a deficit which is a concern as municipalities should 
table a surplus budget. 

• Furthermore the municipality submitted an unfunded budget as per main A8 Cash backed 
reserves/accumulated surplus reconciliation. The Provincial Treasury Regional Office can 
also confirm that the approved budget of the municipality is not funded based on the analysis 
of the cash flow statement and other inconsistent reporting and therefore not in compliance 
with MFMA section 18(1 )(2). 

• Requirement of working capital is not favorable to the Municipality. 

• There is a shortfall of R413 million to cover all the applications. 


3.3.3. Financial Performance 
3.3.3.1. Revenue 

The following table indicates the actual, main revenue sources and the increase/ (decrease) in 
percentage year-on-year from the 2013/14 to the 2016/17 financial year. 
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Revenue Source 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(‘R000) 

(audited) 

2013/14 

(‘R000) 

(audited) 

Property Rates 

76,826 

109% 

36,776 

7% 

34,342 

16% 

29,587 

Service Charges 

Electricity 

100,361 

-12% 

114,197 

17% 

97,549 

17% 

83,529 

Water 

15,119 

4% 

14,479 

6% 

13,707 

-39% 

22,480 

Sewerage & Sanitation 

17,194 

11% 

15,441 

8% 

14,258 

4% 

13,670 

Refuse Removal 

15,909 

9% 

14,565 

1% 

14,439 

3% 

13,969 

Government Grants 

Operational Grants 

42,901 

2% 

42,149 

6% 

39,887 

6% 

37,650 

Capital Grants 

62,849 

-3% 

64,577 

-27% 

88,248 

99% 

44,264 


The Municipality’s operational grant to actual revenue (property rates and service charges revenue) 
ratio is 19% (2016/17), 22% (2015/16) and 23% (2014/15). A larger percentage of the Municipality’s 
operations is dependent on grant funding. The Municipality should ensure effective grant 
management. In addition, NLM should implement measures to optimise own revenues. 

Although property rates has shown an increase year-on-year of 109% for 2016/17 compared to a 7% 
increase for 2015/16. This is due to the duplication of some transactions as identified by the auditor 
general. The Municipality should investigate this and make the necessary adjustments to the financial 
statements. 

Electricity revenue has shown a decrease year-on-year of 12% and an increase of 17% for 2016/17 
and 2015/16 respectively. Water indicates a 4% increase from 2015/16 to 2016/17, and sewerage 
and sanitation indicating an increase of 11% for the same period. Own source of revenue should be 
increased over time to reflects the Municipal efforts towards financial self-sufficiency. 

Tariffs 

When tariffs are revised, the local economic conditions, input costs and the affordability of services 
are taken into account to ensure the financial sustainability of the Municipality. 

The Municipality should ensure that electricity tariffs are cost reflective, amongst others. 

Water tariffs are fully cost-reflective, including the cost of maintenance and renewal of purification 
plants, water networks and the cost associated with reticulation expansion. Water tariffs are 
structured to protect basic levels of service and ensure the provision of free water to the poorest of 
the poor (indigent); and water tariffs are designed to encourage efficient and sustainable 
consumption. 
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The following principles are followed as guidance for the annual increase in the tariffs charged to the 
consumers and the ratepayers: 

• Determining tariff escalation rate by establishing/calculating revenue requirements; 

• Electricity tariff increases within the National Electricity Regulator of South Africa (NERSA) 
approval; and 

• Achievement of full cost recovery of specific user charges. 

3.3.3.2. Expenditure 

3.3.3.2.1. Analysis of actual expenditure and year-on-year movement 


The following table indicates the actual expenditure and increase/ (decrease) in percentage year-on- 
year from the 2013/14 to the 2016/17 financial year. 


EXPENDITURE 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(‘R000) 

(audited) 

2013/14 

(‘R000) 

(audited) 

Employment Cost 

162,319 

6% 

152,718 

9% 

140,489 

19% 

118,342 

Remuneration of Councillors 

6,980 

6% 

6,561 

4% 

6,288 

7% 

5,856 

Depreciation and amortization 

35,892 

-2% 

36,567 

-29% 

51,423 

6% 

48,635 

Grants and subsidies paid 

144 

-93% 

1,998 

-74% 

7,764 

1196% 

599 

Finance Costs 

39,597 

18% 

33,512 

51% 

22,127 

32% 

16,785 

Collection cost 

-100% 

278 

- 

- 

Impairment of Receivables 

33,596 

-20% 

42,065 

40% 

30,068 

-27% 

40,925 

Repairs and Maintenance 

2,510 

-60% 

6,199 

-24% 

8,187 

-36% 

12,834 

Bulk Purchases 

76,305 

-14% 

88,464 

7% 

82,316 

13% 

72,911 

Contracted Services 

25,876 

11% 

23,368 

87% 

12,476 

-25% 

16,692 

General Expenses 

26,277 

8% 

24,378 

-10% 

26,973 

-6% 

28,736 
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2016/17 

2015/16 

2014/15 

2013/14 

EXPENDITURE 

(R’000) 

(R’000) 

(‘R000) 

(‘R000) 


(audited) 

(audited) 

(audited) 

(audited) 

TOTAL EXPENDITURE 

409,497 

-2% 

416,108 

7% 

388,111 

7% 

362,315 


The 2014/15 financial year is characterised by increases across most of the expenditure line items, 
with a total increase of 7% (R 25,8m). Employee cost increased with 19% (R 22m) and finance costs 
with 32% (R 5.3m) respectively for 2014/15. 

The 2015/16 year showed an increase of 7% (R 27,9m) in total spending, compared to 2014/15, 
despite the budget being overspend as mentioned above under the “budget” paragraph. 

Depreciation provided for 2016/17 and 2015/16 appears to be low at 5% of the PPE carrying value 
for each year. The sufficiency and accuracy of these values are therefore questionable. 

The 2016/17 year showed a decrease of 2% in total spending, compared to 2015/16. 


3.3.3.22. Total Actual Employee Cost to Total Expenditure 

The ratio of “employee related costs” vis-a-vis “total expenditure” for the past four financial years are 
as follows: 


RATIO: EMPLOYEE COSTS - TOTAL EXPENDITURE 



2016/17 

2015/16 

2014/15 

2013/14 


(R’000) 

(R’000) 

(R’000) 

(R’000) 


(audited) 

(audited) 

(audited) 

(audited) 

Employee Related 

169 299 

159 279 

146 776 

124 198 

Costs & Councillors 





Remuneration 





Total Expenditure 

409 497 

416 108 

388 111 

362 315 

% 

41% 

38% 

38% 

34% 


The norm range between 25% and 40%. The ratios for the 2013/14 to 2015/16 years appear to be 
reasonably in line with the norm. The ratio for 2016/17 is 41% which is 1% more than the norm. 
There was however a decrease of 2% in total expenditure for 2016/17 that resulted in an increase of 
the ratio. 
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3.3.3.2.3. Analysis of General Expenses 


The following table indicates the actual general expenditure year-on-year from the 2014/15 to the 
2016/17 financial year. 


General Expenses 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(‘R000) 

(audited) 

COMMENTS 

Advertising 

269 

260 

306 

Immaterial variances 

Auditors remuneration 

2,770 

2,908 

2,142 

Immaterial variances 

Bank charges 

362 

365 

445 

Immaterial variances 

Cleaning material and 
consumables 

64 

100 

98 

Immaterial variances 

Employee sport 

program 

376 

270 

394 

Immaterial variances 

Employee arbitration 
cases 

355 

47 

87 

The 655 % increase has 
been due to multiple 
arbitration cases held at the 
municipality. 

Employee furniture 

removal costs 

- 

- 

16 

Immaterial variances 

Employee 

accommodation 

incentive 

- 

- 

37 

Immaterial variances 

Legal expenses 

1,557 

408 

195 

The 281 % increase in the 
expense line item at the 
municipality was due to 
numerous disciplinary 
hearings held at the 
municipality. 

Employee OHS 

assessments 

- 

0 

7 

Immaterial variances 

SARS penalties 

0 

1,301 

9 

The decrease in penalties 
was due to measures 
introduced in order to ensure 
that payments were made 
timeously to SARS. 

Insurance 

1,524 

1,309 

1,296 

The 16% increase in the 
expense line item is due to 
the municipality acquiring 
new assets through 

donations and own funding 
during the financial year, 
which led to an increase in 
insurance premiums. 

Community functions 

32 

114 

61 

Immaterial variances 

Congresses and 

29 

8 

48 

Immaterial variances 
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2016/17 

2015/16 

2014/15 


General Expenses 

(R’000) 

(audited) 

(R’000) 

(audited) 

(‘R000) 

(audited) 

COMMENTS 

conferences 





Gardening expenses 

- 

- 

3 

Immaterial variances 

IT expenses 

0 



Immaterial variances 

Internet charges 

- 

- 

13 

Immaterial variances 

Promotion and 

marketing 

217 

146 

95 

The 48 % increase was 
caused by printing of the “5 
years of service delivery” 
newsletter. 

Workmans 

compensation 

- 

663 

921 

The Municipality did not 
accrue for the 2017 

Workman’s compensation 

Employee assistance 
program 

45 

39 

127 

Immaterial variances 

Employee bursaries 

50 

68 

176 

Immaterial variances 

Vehicles: Fuel and oil 

1,913 

2,208 

2,389 

The 13 % decrease in the 

2017 financial year was a 
result of cost containment 
measures which were 
introduced. Pre- approvals 
for fuel were required. 

Machinery: Fuel and oil 

91 

94 

86 

Immaterial variances 

Postage stamps and 
telegraphs 

638 

717 

687 

The 11 % decrease was due 
to the Municipality 
investigating alternative 
processes to distribute mail. 

Printing and stationery 

1,121 

1,692 

1,483 

Cost containment measures 
were introduced as the 
municipal officials no longer 
make copies for community 
members. 

Rental: Vehicles 

359 

432 

377 

Immaterial variances 

Uniforms and protective 
clothing 

1,764 

31 

407 

The 559 % increase was a 
result of the municipality 
buying new safety clothing 
for staff members. Some of 
the clothing have to be 
specially made. 

Software expenses 

351 

793 

889 

The 55 % decrease was due 
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2016/17 

2015/16 

2014/15 


General Expenses 

(R’000) 

(audited) 

(R’000) 

(audited) 

(‘R000) 

(audited) 

COMMENTS 





to the decrease in 
expenditure in the 
department. This 
underspending has 
unfortunately led to IT 
challenges in the Municipality 
in the current financial year 

Refreshments and 

meals 

85 

183 

160 

Immaterial variances 

Book and publications 

- 

5 

- 

Immaterial variances 

Telephone and fax 

2,453 

2,254 

1,944 

Measures to curb 
expenditure were only 
introduced after year-end 
(Cost containment) 

Training and courses 

1,300 

299 

1,896 

Municipal employees were 
sent to a number of training 
programs during the 2017 
year. 

Travel and subsistence: 
Councillors 

239 

150 

196 

Immaterial variances 

Title deed search fees 

5 

5 

6 

Immaterial variances 

Small tools and 

equipment 

80 

165 

86 

Immaterial variances 

Electricity 

1,657 

1,787 

4,100 

Municipality’s own use of 
electricity resources have 
decreased and stabilised 
during the last two financial 
years 

Kitchen ware and 
cutlery 

- 

1 

0 

Immaterial variances 

Community functions / 
IDP 

38 

14 

33 

Immaterial variances 

Travel and subsistence: 
Officials 

1,250 

1,139 

2,120 

Cost containment measures 
for S&T were only introduced 
after year-end. 

Vehicles: Licenses 

239 

222 

172 

Immaterial variances 

Membership fees: 

Societies 

2,962 

1,665 

1,259 

No clear explanation could 
be found for the significant 
increase in 2017. Matter 
should be further 
investigated, as it could 
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2016/17 

2015/16 

2014/15 


General Expenses 

(R’000) 

(audited) 

(R’000) 

(audited) 

(‘R000) 

(audited) 

COMMENTS 





relate to the misallocation of 
expenditure. 

Ward committee 

stipends 

874 

982 

895 

Immaterial variances 

Grave markers and 
consumables 

- 

2 

2 

Immaterial variances 

Rental: Equipment 

989 

139 

754 

No clear explanation could 
be found for the significant 
increase in 2017. Matter 
should be further 

investigated, as it could 
relate to the misallocation of 
expenditure. 

Salt Feed and Medicine 

- 

6 

0 

Immaterial variances 

Travel and subsistence: 
Interviews 

3 

5 

29 

Immaterial variances 

Chemicals 

70 

128 

152 

Immaterial variances 

Special projects 

20 

60 

55 

Immaterial variances 

Sundry expenses 

127 

1,192 

25 

Immaterial variances 

TOTAL GENERAL 

EXPENSES 

R 26,277 

R 24,378 

R 26,675 


TOTAL EXPENDITURE 

R 409,497 

R 416,108 

R 388,111 


% 

6% 

6% 

7% 
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3.3.3.2.4. Analysis of Unauthorized, Irregular and Fruitless and Wasteful Expenditure 

The following table indicates the various balances incurred for that specific year. 


Expenditure 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(R’000) 

(audited) 

2013/14 

(R’000) 

(audited) 

Unauthorised Expenditure 

28,228 

60,158 

52,783 

54,323 

Irregular Expenditure 

2,077 

3,163 

2,441 

27,113 

Fruitless and Wasteful Expenditure 

35,127 

29,515 

17,671 

13,958 


• Unauthorised expenditure has increased year-on-year with 16% for 2015/16 and has decreased 
year-on-year with 53% and 3% for 2016/17 and 2014/15 respectively. 

• The fruitless and wasteful expenditure mainly relates to penalties and interest on late payments 
to Eskom and other payables in the 2015/16 financial year. The late payments are due to cash 
flow challenges being experienced by the municipality. 

• The irregular expenditure mainly relates to breaches of SCM regulations and procurement on 
housing project not in line with SCM regulations. 

Over-expenditure, which constitutes Unauthorized Expenditure relates to a lack of proper financial 
management and an inadequate budgeting process. The following is an indication of the more 
significant overspending for 2016/17: 


Expenditure Line Item 

2016/17 Overspend Amount 
(R’000) 

(audited) 

Contracted Services 

3,245 

Finance cost 

9,257 

Impairment of receivables 

12,946 

General expenses 

3,925 


The following table indicates the various balances at year-end. 


Expenditure 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(R’000) 

(audited) 

2013/14 

(R’000) 

(audited) 

Unauthorized Expenditure 

88,386 

60,158 

107,106 

54,323 

Irregular Expenditure 

158,975 

156,898 

153,735 

151,294 

Fruitless and Wasteful 

Expenditure 

96,960 

61,832 

32,317 

14,646 


• Unauthorised expenditure has increased year-on-year with 47% and 97% for 2016/17 and 
2014/15 respectively. Unauthorised expenditure has however decreased year-on-year with 
44% for 2015/16. 

• Irregular expenditure has increased from 2013/14 to 2016/17 with 5% (R7,6m). 

• Fruitless and Wasteful Expenditure has increased from 2013/14 to 2016/17 with 562% 
(R82,3m). 


The net amount of irregular, fruitless and wasteful expenditure and unauthorised expenditure must be 
investigated and acted upon. 
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3.3.3.2.5. Analysis of Major Trading Consumer Services 



Electricity 

Water 



2016/17 

2015/16 

2016/17 

2015/16 


(R’000) 

(R’000) 

(R’000) 

(R’000) 


(audited) 

(audited) 

(audited) 

(audited) 

Revenue 

100,361 

114,197 

15,119 

14,479 

Bulk Purchase 

76,280 

76,402 

24 

12,062 

Revenue less Bulk 
Purchases 

24,081 

37,795 

15,095 

1,645 

Percentage Losses 
(Per AFS) 





Units Lost: Kwh / Mega 
litres 

(Per AFS) 

(5,966) 

7,642 

3,936 KL 

4,037 KL 

% Increase/ (Decrease) 

(13,836) 

16,648 

640 

772 

in Revenue 

(12.1%) 

17% 

4.4 % 

5.6 % 

% Increase/ (Decrease) 

1,878 

5,502 

(12,038) 

647 

in Bulk Purchase 

2.5 % 

7.8 % 

99% 

5.7 % 


The above distribution losses were obtained from Naledi Local Municipality’s audited annual financial 
statements, for the various years, as indicated. The figures cannot be independently verified as the 
Municipality did have the capability to calculate distribution losses monthly. Therefore in the absence 
of alternative procedures the above numbers were used. 

Measures must be implemented to address water and electricity losses. 


3.3.4. Financial Position 
3.3.4.1. Debtors 

Gross and net debtors’ year-on-year from 2013/14 to 2016/17. 



2016/17 

2015/16 

2014/15 

2013/14 

Debtors 

(R’000) 

(audited) 

(R’000) 

(audited) 

(R’000) 

(audited) 

(R’000) 

(audited) 

Gross Debtors 

295,993 

264,665 

231,935 

226,537 

Less: Allow. For 

Impairment 

(277,400) 

(244,734) 

(211,245) 

(201,129) 

Net Debtors 

18,593 

19,931 

20,690 

25,408 






Debtors Per Service 





Rates 

5,871 

4,980 

4,644 

13,683 

Electricity 

6,988 

10,070 

11,498 

8,539 

Water 

2,026 

1,662 

1,763 

1,244 

Sewerage 

1,930 

1,598 

1,359 

956 

Refuse 

1,657 

1,530 

1,273 

877 

RSC / Sundry Debtors 

122 

92 

153 

110 

Total 

18,593 

19,931 

20,690 

25,408 
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• Gross debtors book has increased from R 226.5m (2013/14) to R 231.9m (2014/15) i.e. 
R5,4m (an increase of 2%), increased with 14% (R 32,7m) from 2014/15 to 2015/16 and also 
increased with 12% (R31,3m) from 2015/16 to 2016/17. 

• The allowance for impairment increased from R 201,1m (2013/14) to R 277,4m (2016/17), 
which represents a 38% increase over the period of 3 years while debtor increased with 
R69,5m (31% over the same period. This demonstrate a low collection rate. 

• While the Municipality has credit control and debt collection policy in place it is clear that it is 
not being implemented effectively. 

• Rates debtors has significantly increased by18% from R4,9m (2015/16) to R5,9m (2016/17). 
The increase could possibly be contributed by the incorrect billing of rates as identified by the 
Auditor General of South Africa. 

Monitoring of the customer accounts are only being performed on the current outstanding bills. 
Where possible the services are being cut in respect of customers not paying their current 
outstanding balances. No arrangements and process are currently in place to recover long and 
historical outstanding balances. 

Debtors’ reconciliations are not being performed on a regular basis and review and sign-off 
thereof is also not in place. The audit report for 2016/17 indicated that there was a difference 
between the financial records and underlining debtors’ sub-ledger for consumable debtors of R 
4,7m. The municipality also did not recognize all transactions of service charges in the financial 
records and various property rates transactions were duplicated in the accounting records. This 
demonstrate that an effective system of internal control for debtors and revenue was not in place, 
as required by section 64(2) (f) of the MFMA. 

The above is evident of a weak control environment regarding the management of debtors and 
related documentation. 


Top 10 Debtors: 


Account number 

Account Holder 

Balance as at 30 June 
2017 

R 

7000001543 

Sedibeng Water 

47,792,154 

7000506505 

DEPT. OPENBVAREWERK 

2,910,016 

3700506036 

DEPARTMENT OF PUBLIC 

1,811,973 

5701439012 

PEC METERING 

1,736,138 

5301564046 

NATIONAL PUBLIC WORK 

1,530,357 

3700506050 

LOCAL COUNCIL OF NAL 

1,457,568 

8305603003 

PHITHI 

1,421,202 

3900669014 

DEPARTMENT OF AGRICU 

1,389,399 

7090035220 

HUHUDI ENVIRONMENTAL 

1,202,058 

9103842029 

DEPARTMENT OF PUBLIC 

1,083,540 

Total 

62,334,405 
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Government makes up a large portion of the top 10 debtor balances as at 30 June 2017, and this 
matter should be addressed urgently. 


3.3.4. 2 . Creditors 


Trade payables and payments in advance with percentage increase year-on-year. 


Creditors 

2016/17 

2015/16 

2014/15 

2013/14 


(R’000) 

(R’000) 

(R’000) 

(R’000) 


(audited) 

(audited) 

(audited) 

(audited) 

Trade Payables 

381,739 

325,841 

263,771 

205,982 


17% 

24% 

28% 


Other Payable 

39,705 

45,367 

46,240 

24,128 


(13%) 

(2%) 

92% 



• The Auditor General Report as at 30 June 2017 has reported creditors that have not been 
paid within 30 days, as required by MFMA. This is indicative of the fact that the Municipality is 
faced with significant has cash flow constraints thus unable to meet their obligations. 

• Trade payables has increased year-on-year with 17% (2016/17), 24% (2015/16) and 28% 
(2014/15) respectively. This is indicative of the inability for the Municipality to be financially 
sustainable. 

• Other Payables have increased with 92 % from 2013/14 to 2014/15, decreased 2 % from 
2014/15 to 2015/16 and decreased with 13 % from 2015/16 to 2016/17. 

Creditors’ reconciliations are not being performed and review and sign-off thereof is also not in 
place. The audit report for 2016/2017 indicated that the municipality did not maintain proper 
records of accounts payable. No adequate management, accounting and information system 
which accounts for liabilities was not in place, as required by section 63 (2) (a) of the MFMA. 

The above is evident of a weak control environment regarding the management of creditors and 
related documentation. 


Top 10 Creditors: 


Supplier Name 

Balance as at 

30 June 2017 

ESKOM Holdings 

255,571,049 

Vaalharts Water 

34,205,328 

NWPG Revenue Account 

22,431,276 

Sedibeng Water 

18,586,434 

Sizwe Ntsaluba Gobodo 

6,816,962 

Remote Metering Solution 

5,249,541 

SALGA 

4,857,767 

Lebo Tebo Trading 

4,075,169 

Department of Labour 

3,265,384 

Auditor General of South Africa 

3,025,151 

Total 

358,084,061 
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3.3.4.3. Cash Flow Management 

The Municipality’s’ AFS for 2015 reports cash and cash equivalent of R1,284,900 which was a 
decrease as compared to the R459,026 (2014). 


The cashbook balances are as follows: 


Description 

30 June 2017 

R 

(audited) 

30 June 2016 

R 

(audited) 

30 June 
2015 

R 

(audited) 

30 June 2014 

R 

(audited) 

FNB: Primary Bank Account 

8,838,986 

1,847,782 

994,121 

537,626 

ABSA Bank: Current Account 

125,050 

214,91 

1 

259,152 

771,873 

FNB: General Fixed Deposit 

8,000 

8,000 

8,041 

8,041 

FNB: General Fixed Deposit 

7,900 

7,900 

7,900 

7,900 

FNB: (FMG) Call Account 

5,536 

5,289 

1.032 

1,050 

FNB: (MIG) Call Account 

9,615,952 

16,381,593 

9,433 

53,201 

FNB: (EPWP) Call Account 

1,808 

1,704 

1,016 

1,050 

FNB: (Liberty funds) Call 
Account 

1.944 

1,832 

1,012 

1,050 

FNB: (MSIG) Call Account 

1.061 

6,558 

1,039 

2,639 

FNB: (INEP) Call Account 

1,139 

1,898 

1,019 

3,992 

FNB: (Equitable Share) Call 
Account 

3,281 

1,174 

1,089 

6,348 

FNB: (LG SETA) Call 

Account 

2,167 

1,068 

1,014 

1,728 

FNB: (New Landfill Site) Call 
Account 

2,168 

1,069 

1,015 

2,138 

FNB: (PPE) Call Account 

2,177 

1,077 

1,023 

5,235 

FNB: (District Grant) Call 
Account 

1,024 

1,076 

1,021 

9,983 

FNB: (Smart Meter Project) 
Call Account 

1,811 

81,713 

1,810 

3,875 

FNB: (Prodiba) Call Account 

1,089 

4,287 

4,067 

11,362 

ABSA Fixed Deposit 

- 

- 

- 

6,500 

ABSA Fixed Deposit 

- 

- 

- 

9,941 

TOTAL 

18,621,093 

18,568,931 

1,244,804 

1,445,532 


The cashbook balance has significantly increased from R 537,626 (2013/14) to R 8,838,986 
(2016/17) which is an effective 1,544% increase. 

Bank reconciliations are not being performed on a monthly, continuous basis. The municipal staff 
is currently busy with the July 2017 bank reconciliations. 
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Furthermore no proper cash flow model is in place. Projections are not performed and, and no 
clear methodology exists on how creditors are prioritised for payment. 


3.3.4.4. Grants, commitments and contingent liabilities 

The following table indicates the potential liabilities and the lack of cash to backup these 
commitments. 


Line Item 

2016/17 

2015/16 

2014/15 

2013/14 


R 

R 

R 

R 


(audited) 

(audited) 

(audited) 

(audited) 

Unspent conditional 

grants 

26,571,287 

18,573,974 

1,226,582 

20,400,355 

Commitments 

112,325,097 

47,881,622 

27,399,544 

36,785,197 

Contingent Liabilities 

88,436,686 

4,387,783 

7,328,085 

7,296,739 

Contingent Assets 

342,000 

342,000 

342,000 

342,000 

Bank Balance 

8,838,986 

1,847,782 

944,121 

537,626 

Net Cash Shortfall 

(165,009,510) 

(31,505,649) 

(32,214,926) 

(22,801,955) 


• Unspent conditional grants of R 26,571,287 (2016/17) and R 18,573,974 (2015/16) existed at 
the respective year-ends. 

• The 2016/17 financial statements disclosed Total Commitments of R 112,325,097 (2016/17) 
and R 47,881,622 (2015/16), ‘Approved and contracted for’. The commitments increased by 
135% from 2015/16 to 2016/17. The municipality will therefore not be in a position to honour 
these commitments as insufficient cash is available. 

• A list of contingent liabilities based on pending legal action against the municipality is 
disclosed in the 2016/17 financial statements. The total rand value of the contingent liabilities 
is R 88,436,097 (2016/17) and R 4,387,783 (2015/16). If Naledi LM had to settle these 
matters, it needs to be noted that the cash balance from the cash and cash equivalent will not 
cover the exposure. 

• The majority of Irregular expenditure reported relates to non-compliant with the SCM 
regulations. This will further expose the municipality’s bank balance to obligations that it 
cannot afford. This non-compliance exposes Naledi to litigation. 


3.3.4.5. Current Asset Analysis 


Line Item 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(R’000) 

(audited) 

Inventories 

2,900 

2,995 

2,936 

Receivable from non-exchange transactions 

10,393 

10,012 

11,121 

VAT Receivable 

32,670 

24,674 

19,882 

Consumer Debtors 

18,593 

19,931 

20,690 

Cash and cash equivalents 

18,628 

18,583 

1,285 

TOTAL CURRENT ASSETS 

83,185 

76,195 

55,913 


The current assets increased with R 27,2m (49%) from 2014/15 to 2016/17. VAT receivable of R 
12,8m and Cash and cash equivalents of R 17,3m were the biggest contributors to this increase. 
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Consumer debtors decreased from R 20,7m in 2014/15 to R 18.6m in 2016/17 which represent a 
10% decrease. The balance of R 18.6m for 2016/17 as per the financial statements is however 
incorrect as per the auditor general’s report for 2016/17. Some service charge transactions was not 
recorded and the balance of R 18,6m also includes balances with credit balances that needed to be 
disclosed under payables. If taken these factors into account, consumer debtors will show an 
increase that can be attributed to lack of effective implementation of the credit control and debt 
collection policy. This is a cause for concern. 


3.3.4.6. Non- Current Asset Analysis 


Line Item 

2016/17 

2015/16 

2014/15 


(R’000) 

(R’000) 

(R’000) 


(audited) 

(audited) 

(audited) 

Property Plant & Equipment 

775,334 

764,305 

989,907 

Heritage Assets 

709 

719 

719 

Total Non-Current Asset 

776,043 

765,024 

990,626 


Property, Plant and Equipment (PPE) constitute a significant portion of the Non-Current Asset and 
with this line item a conclusion can be drawn in terms of the infrastructure investment of the 
Municipality. Infrastructure investment speaks to core issue of service delivery which are services 
expected by the community through the Integrated Development Program (IDP). 

Physical verification and assessment for possible impairment of PPE are also not regularly performed 
as lack of supporting documentation to confirm balances and existence of PPE at year-end as 
reported in the 2016/17 audit report. Also no asset register for work-in-progress was available during 
the 2016/17 audit. 

The Municipality has not yet performed an analysis of its need with regards to vehicles. Policies and 
processes are not in place to facilitate the management of the Municipality’s fleet. 


Line Item 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(R’000) 

(audited) 

CURRENT ASSET 

83,185 

76,195 

55,913 

NON-CURRENT ASSET 

776,043 

765,024 

990,626 

TOTAL ASSETS 

859,228 

841,220 

1,046,540 


Total Assets increased from R 841,2m (2015/16) to R 859,2m (2016/17) which represent a growth of 
R 18m (2%). 


3.3.4.7. Current Liabilities Analysis 


Line Item 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(R’000) 

(audited) 

Other financial liabilities 

12,059 

4,510 

30,649 

Finance lease obligation 

- 

448 

1,500 

Payables from exchange 

transactions 

437,893 

387,416 

325,588 

Consumer deposits 

6,491 

6,672 

5,647 

Unspent conditional grants & 

26,571 

18,574 

1,227 


90 


































Naledi Local Municipality: Financial Recovery Plan 


Line Item 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(R’000) 

(audited) 

receipts 




Provisions 

8,379 

9,521 

9,013 

Total Current Liabilities 

491,393 

427,141 

373,623 


Current liabilities increased from R 373,6m (2014/15) to R 491,3m (2016/17), this constitute a R 
117,8m growth (32% increase) in current liabilities, which is concerning. 

Focussing on the line item, payable from exchange transactions, in 2014/15 it was R 325.6m and 
significantly increased to R 437,9m (2016/17). The increase amounted to R 112,3m constituting a 
material 34% increase. That will definitely impact the liquidity position of Naledi LM. 

In terms of Unspent conditional grants, there was a material increase of R 7,9m (43%), which is 
concerning. 


3.3.4.8. Non-Current Liabilities 


Line Item 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(R’000) 

(audited) 

Other financial liabilities 

12,914 

24,649 

- 

Provisions 

67,236 

92,975 

85,607 

Finance lease obligation 

- 

- 

450 

Total Non-Current Liabilities 

80,150 

117,623 

86,057 


Non-Current Liabilities decreased from R 117,6m (2015/16) to R 80,2m (2016/17) which is an 
effective decrease of R 37,5m (32%). It is encouraging that there is a noticeable improvement of non- 
current liabilities between 2015/16 and 2016/17. 


Line Item 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(R’000) 

(audited) 

Current Liabilities 

491,393 

427,141 

373,623 

Non-Current Liabilities 

80,150 

117,623 

86,057 

TOTAL LIABILITIES 

571,543 

544,764 

459,680 


Total Liabilities increased from R 544,8m (2015/16) to R 571,5m (2016/17) which is an effective 
increase of R 26,8M (5%). 

The growth in total liabilities of 5 % exceeds the growth in total assets of 2%. This uncorrelated 
growth must be monitored as it is already impacting the financial sustainability of Naledi LM. 
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3.3.4.9. Current Assets vs. Current Liabilities 


Item 

2016/17 

(R’000) 

(audited) 

2015/16 

(R’000) 

(audited) 

2014/15 

(R’000) 

(audited) 

Total Current Asset 

83,185 

76,195 

55,913 

Total Current Liabilities 

491,393 

427,141 

373,623 

Current Ratio 

0.17:1 

0.18:1 

0.15:1 


Current Liabilities exceeds Current Assets. The current ratio which measures the ability of the entity 
to meet its short obligation is also below 1:1 which means that Naledi LM will have challenges in 
meeting its short term financial obligations. 


3.3.4.10. Audit opinions 


Naledi LM’s audit outcomes for the 2016/17 year, were a qualified audit opinion. As the audit opinion 
suggests the Auditor-General could not confirm the balances of the following line items by any 
alternative means, and consequently was unable to determine whether any adjustments to these line 
items were necessary. This means that the Auditor General was unable to obtain sufficient 
appropriate audit evidence that management has properly accounted for transactions due to the 
status of the accounting records. 


The following line items were affected as per the 2016/17 audit report: 

• Property, plant and equipment - R775 333 853 

• Receivables from non-exchange transactions - R 10,393,205 

• Consumer debtors - R18,593,982 

• Vat receivables - R32,670,327 

• Other income - R30,881,795 

• Payables from exchange transactions - R437,892,808 

• Inventory - R2,899,951 

• Services charges - R148,583,000 

• Property rates - R76,825,604 

• Irregular expenditure - R158,975,023 

• Commitments - R130,863,085 

3.4. Conclusion 

Overall poor or non-implementation of administrative systems, procedures, processes, financial 
controls, poor budgeting, weakness in the management of expenditure, revenue and supply chain, an 
inadequate delegation framework, poor asset management, weaknesses in governance and 
oversight together with non-compliance with relevant legislative framework, contributed to the current 
financial status of the Municipality and if not urgently addressed will lead to further deterioration in the 
Municipality’s financial and service delivery sustainability. 

From a financial and service delivery perspective, the financial recovery plan is critical to secure 
Naledi municipality’s ability to provide basic services and meet its financial obligations. 

Given the above synopsis of the Municipality a number of strategies must be developed, refined and 
implemented through a Financial Recovery Plan in the short, medium and long term to address the 
many challenges to ensure turnaround and financial sustainability of the Municipality and delivery of 
services to the Vryburg community. 
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Finally, and to ensure successful outcomes and turnaround of the Municipality, all key deliverables 
and outputs that are contained in the Financial Recovery Plan must form part of the Integrated 
Development Plan, Budgets and Performance Agreements of the Municipality to ensure 
implementation. 
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4. Section Four: Key Strategies in the Financial Recovery Plan 


4.1. Nature and Extent of Strategies 


Given the state of affairs at NLM which has deteriorated over the years, a number of strategies must 
be developed, refined and implemented in the short, medium and long term through this financial 
recovery plan. 

For the purpose of this financial recovery plan, implementation timeframes are defined as follows: 


Description 

Timing 

Immediate to Short Term 

Current to 30 June 2018 

Medium Term 

Up to 30 June 2019 

Long Term 

Up to 30 June 2020 and on-going 


There are a number of strategies identified to effect the changes needed for financial and service 
delivery sustainability, but not all could be considered due to NLM’s limited cash flow and institutional 
capacity. Further, and due to the long term nature of some of the strategies, the focus in the short 
and medium term is on achievable activities that will contribute significantly to the successful 
implementation of the financial recovery plan. In this way, ensuring that the strategies adopted will 
have greatest impact in securing the municipality’s ability to meet its obligations to provide basic 
services as well as its financial commitment. In addition, the adopted strategies can be done within 
the financial and human resource capacity of the municipality. Key strategies addressed in the 
financial recovery plan must all be implemented as this is a holistic and integrated plan. 


In this regard, and given the nature of the financial and service delivery problems at NLM, immediate 
focus must be on addressing the following key issues: 

• Improved governance and political oversight; 

• Improved the administration; 

• Improved system of delegations; 

• Filling of critical senior management positions in particular permanent Chief Financial Officer; 

• Organisational structure review; 

• Adequate service level agreement/contracts; 

• Improved supply chain management practices and processes; 

• Improved expenditure, cash-flow and revenue management; 

• Restructure and re-alignment of the budget to ensure it is funded, credible and sustainable; 

• Address audit outcomes; 

• Improvement in asset and infrastructure management; and 

• Overall improved financial management. 


Finally, and to ensure successful outcomes and the turnaround of the Municipality, all key activities, 
deliverables and outcomes that are contained in this financial recovery plan must form part of the 
performance agreements of the relevant senior management to ensure implementation thereof. 
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4.2. Key Strategies identified 

The strategies are intended to address the core and underlying problems, which triggered the 
challenges at the municipality. The following overarching strategies to address challenges faced by 
Naledi Local Municipality are therefore contained in this Plan and listed below: 

• Strengthen Governance; 

• Organisational Restructuring; 

• Human Resource Management; 

• Re-structuring of the Budget; 

• Improve Financial Sustainability and Administration; 

• Improved cash-flow Management; 

• Improve the control environment; and 

• Infrastructure and Service Delivery improvements. 


4.2.1. Strategy One: Strengthening Governance 

The role of local government leadership and the responsibility placed upon these leaders 
necessitates ethical values of responsibility, accountability, fairness and transparency as 
underpinning governance principles. Governance in this municipality has so far not been as effective 
as envisaged by legislation. 

Leadership is a critical factor in governance and more especially a strong public ethos guiding the 
decision making and behaviour of both elected and appointed senior municipal officials. Public 
leadership suggests high levels of transparency and accountability, where decisions and behaviour 
are open to public scrutiny and can be assessed against agreed norms and standards. 

For this reason, Council must ensure that best practice governance processes are in place which 
entails the following: 

• Ensure Council Committees are functional; 

• Implementation of the Councillors Code of Conduct; 

• Determine and clarify legislative roles and responsibilities; 

• IDP is complete and set targets in the IDP and SDBIP complies with the SMART principle; 

• Develop a comprehensive delegation framework; 

• Ensure accountability as per delegation framework; and 

• Ensure consequence management and management discipline is exercised. 


Focus Area 

Key Activities 

ICT 

Acquisition of a new server 

Development and implementation of ICT strategy 
Functional server room 

Resuscitation ICT steering committee 

Performance Management 

Development/review of PMS policy and standard 
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Focus Area 

Key Activities 


operating procedures 

Implementation of performance management policy 
at senior management 

Phased in implementation level 0 to 3 

Phased in level 4 to 6 

Phased level 7 to 14 

Train staff to implement Performance Management 
Implement performance management 

Recruitment process to include performance 
management for all levels 

Introduce measures to address poor performance 
including disciplinary action 

Internal Audit and Audit Committee 

Timely distribution of agendas and minutes and 
reports 

Review of SLA and shared service model 
Implementation of internal audit recommendation 
register 

Management prioritise attendance 

Regular assessment of audit committee performance 
Quarterly reporting to council 

Finalise appointment audit committee 

Risk management 

Form part of performance agreement of managers 
Management to adhere timeously to the Risk 
Management Cycle 

Governance 

Enforcement of councillor code of conduct 

Adhere to schedule of ward committee meeting 

Review monthly allowance usage ward committee 
and policy 

Training of Councillors on financial management 
Tracking of implementation of resolution 

Development of public participation policy and 
strategy 

Review of system of delegations 

Litigations 

Develop, update and management of the litigation 
register to contain the legal cost per case. 

Develop a litigation strategy and implementation. 
Assess the prospect of success for each case. 

Appoint panel of lawyers. 

Payments of creditors and statutory obligation. 
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4.2.2. Strategy Two: Organisational Restructuring 

It is critical that the municipality align their structure to the strategy and ensure that the right people 
are placed in the right posts at the right level with the right competencies and are being remunerated 
on the right scale. The municipality needs to take a serious look at understanding and acting on the 
causes of excessive employee costs. This structure should be aligned to the confirmed powers and 
functions and address the strategic, governance, financial management and service delivery 
imperatives of the municipality. 

The reviewed organisational structure must be costed before approval to determine its affordability. 
The process of consultation should be adhered to in order to foster sound labour relations and 
human resource policies and procedures of the municipality must be adhered to in the 
implementation of the refined organisational structure. 

A phased-in approach in the implementation of the adopted organisational structure should be 
considered to ensure smooth implementation. A comprehensive organisational restructuring needs to 
be introduced with the following as immediate focus areas: 

• Identify funded critical posts, to be filled with competent persons and a proper process should be 
followed to fill these vacant critical posts; 

• Conduct a properly controlled headcount once-off, and thereafter conduct quarterly headcount 
checks. Through this process, the Municipality would be able to identify possible ghost workers 
and this process will contribute to the discipline in relation to work attendance. 

• Based on the confirmed roles and responsibilities and strategy of the Municipality, re-design the 
organisational structure and keep it lean whilst keeping its long-term view; 

• Develop job descriptions for posts and undertake TASK job evaluations to determine post levels; 

• Ensure Bargaining Council compliant remuneration; 

• Identify core and non-core as well as funded and un-funded mandates and services, in order to 
develop corrective actions linked to roles and responsibilities and mandate of the Municipality; 

• Establish a performance management culture; 

• Support more effective decision-making mechanisms and implementation between the political 
structures and administration; 

• Conduct a skills audit and competency assessment of all current staff, to determine the gap 
between job requirements and the current skills of staff to ensure that staff development is based 
on job requirements; 

• Council should follow the appropriate processes to enforce the implementation of the Minimum 
Competency Regulations 


• Map existing staff to the re-aligned structure and posts, which were evaluated, linked to the skills 
audit results, to ensure that staff of the municipality is correctly placed with a process to manage 
possible excessive staff. 


Key Focus Area 

Activities/ Actions 

Organisational Restructuring 

Review organisational structure, align to municipal strategy 
and IDP, finalize a comprehensive organisational structure 
taking into account affordability, service delivery 
mechanisms, legislative requirements, powers and 
functions and the core mandate of the municipality, financial 
recovery plan 

Consultation with all stakeholders 
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Key Focus Area 

Activities/ Actions 


Develop/review job descriptions 

Submit JD’s for job evaluation 

Skills audit and competency assessment 

Development of Placement Policy/Plan into new structure 
for all employees 

Phased -in approach for implementation of structure, 
placement & plan 

Change management program 

Wage bill 

Terminate contract of employment on expiry date (posts not 
on the structure). 

Retrenchment 

Adjustment of powers of function (Fire Fighting). 

Transfer agency functions (Libraries, Traffic and Licensing). 
Review HR related policies 

Filling of critical vacant budgeted 
positions including CFO, Executive 
Manager Community Services and 
Technical Services/Filling of other 
critical vacant budgeted positions 

Recruitment process to unfold in line with legislation. 
Shortlisting , interview candidate, appointment 

Assumption of duty CFO 

Executive Managers Community Service and Technical 

Serv. 

Develop a model for the identification and prioritisation of 
other critical vacant budgeted posts 

Recruitment process to unfold in line with approved policy / 
legislations. 


4.2.3. Strategy Three: Human Resource Management 

The success or failure of a municipality depends on the quality of its political leadership, sound 
governance of its finances, the strength of its institutions and the calibre of staff working for the 
municipality. 

To ensure success within the municipality, behaviours of current staff, especially on managerial level, 
need to change through the following: 

• Introduce change management processes; 

• Ensure discipline regarding leave management; 

• Develop and submit realistic and post required Workplace Skills Plan; 

• Ring-fence training budget; 

• Ensure the continual functionality of the Local Labour Forum; and 


• Ensure legal compliant with regard to contract management. 


Key Focus Area 

Activities/ Actions 

Labour relations 

Functional LLF - schedules of meeting submission of 
agenda item 

Engagement with District for a shared service on presiding 
and prosecution 
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Key Focus Area 

Activities/ Actions 


Training officials as presiding officers and prosecutor 
considerations 

HR policies, strategy/plan 

Review HR polices 

(Recruitment and Selection, Acting Allowance, Vehicle 
Allowance, Long Services, Telephone and Cell phone and 
Overtime) 

Consultation on the reviewed policies and adoption by 
Council 

Develop HR strategy and plan 

Consultation and approval 

Staff Discipline 

Workshop / train staff on the disciplinary code 

Train line managers on disciplinary code 

Follow internal 

disciplinary process in terms of legislation 

Implement the Disciplinary Code in line with collective 
agreement 

Implement consequence management 


4.2.4. Strategy Four: Re-structuring of the Budget 

The analysis of the last three financial years reflect unrealistic budgeting processes where 
unachievable revenue targets have been set and where over expenditure has been realised. The 
property rates and electricity budgeted revenue for the past three years has not been achieved. The 
strategy will ensure that Municipality has a realistic revenue base that is able to fund service delivery 
objectives. 

Even though the Municipality reports that capital grants are not used to fund operational 
requirements, the budget implementation indicators does create an impression that capital grants are 
used to fund operations. This is not sustainable and will lead to service delivery protests due to lack 
of infrastructure investment. 

The budget must be restructured in order to be realistic and aligned to the Integrated Development 
Plan (IDP) imperatives which must be based on realistic Service Delivery and Budget Implementation 
Plan (SDBIP) targets. The IDP and Budget needs to be realistic, funded and responsive and take into 
account prior years’ cash shortfalls. This strategy will drive cost containment measures and re¬ 
prioritization in order to drive sustainable service delivery. 


All budget related policies and by-laws must be reviewed and weakness in tariffs addressed in 
2018/19 MTREF. This strategy will assist the municipality in setting cost-reflective tariffs. 


Focus Area 

Key Activities 

Analysis and restructuring of the budget 
to ensure sustainability of the Municipality 

Undertake budget and actual line item analysis for 

2014/15, 2015/16, 2016/17 and mid-year 2017/18. 

Identify and Implement cost 

Compilation of credible and funded 

2018/19 MTREF 

Establishment of the Budget Steering Committee. 
Development of key budget timelines 

Compile 2018/19 budget in line with reviewed targets for 
realistically anticipated expenditure revenue and trends 
Review all tariffs and charges and budget related 
policies 
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Focus Area 

Key Activities 

Tariff Policy 

Review the tariff policy to be cost reflective 

Tariff setting: source assistance with tariff setting 

All departments must ensure that a cost reflective tariffs 
are used 

Align the electricity tariff to the billing by Eskom per 
season and time of use/block tariffs 


4.2.5. Strategy Five: Improve Financial Sustainability and Administration 

This strategy aims at improving the financial sustainability of the MLM. The strategy explores revenue 
management (including revenue enhancement) by ensuring that all the electricity meters and water 
meters are being accurately billed through the comprehensive data purification process. This strategy 
will ensure that the there is a reconciliation that is performed between the General Valuation Roll, 
The Deeds Office and Billing in order to ensure that all properties are billed. This strategy will also 
ensure effective and consistent implementation of the credit control and debt collection policy which 
will improve the collection rate thereby improving the cash inflows which the objective of honouring its 
financial obligations. This strategy will also ensure that community awareness regarding payments of 
municipal accounts is improved. Setting of cost reflective tariffs and differentiation between property 
rates residential and non-residential tariffs must be implemented. This will ensure that faulty meters 
are replaced to assist with collection. 

This strategy explores expenditure management by ensuring that cost containment measures in line 
with revised priorities are implemented. Development of a fund management tool as a control to curb 
over expenditure must be investigated and implemented. 

Other areas addressed through this strategy include: 

• Capacitating of the Budget and Treasury Office; 

• Ensuring that batho-pele principles are practiced in customer care; 

• Updating of the indigent register; 

• Implementation of the revenue enhancement policy 

• Updating of the Supply Chain Management Policy; 

• Introducing of Procurement Plans for all departments include both capital and operational 
procurement; 

• Strict measures around utilization of regulation 36 of SCM Regulation which refers to 
deviations from the official procurement processes; 

• Rigorous and timeous implementation of the Audit Action Plan. 


Focus Area 

Key Activities 

Customer Care 

Communication with the Technical services to 
resolve queries. 

Customer queries must be resolved timeously with a 
turnaround time in place 

Develop and implement the customer care policy 
Implementation of complaint management system 
(Develop a register of queries lodged to track the 
turnaround time in resolving them (Spreadsheet) 

Revenue Management 

Undertake data purification 
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Focus Area 

Key Activities 


Engage Kagiso Trust and get feedback on the 
cleansing project done on March 2017 

Review and implement by-laws and all the revenue 
related policies: 
credit control policy 

Indigent policy, 

Property rates policy; 

Draft policies 

Revenue Management policy. 

Consumer deposit policy and refund policy. 

Identification of new revenue sources - Solar power; 
Billboards; Weighbridge and Landfill site; illegal 
dumping and dog taxes. 

Billing and Data Capturing 

Meter Audit 

Engage with the District on the replacement of meters 

Create a SOP with a standard form to ensure that all 
new connections link the finance and Technical 
department to avoid connections without a deposit 
and connection fee. 

Verification and reviewing of inaccuracies in the 
billing system 

Indigent Management 

Identification and registration of indigents 

Updating and cleansing of the indigent registers 

Reconciliation of the Indigent register and the 

Financial system. 

Acquire tools of trade to assist with registrations at 
community sites 

Draft SOPs for the registration of the indigents. 

Indigent policy must be reviewed and implemented. 

General and Supplementary Valuation roll 

Appointment of new valuator and compilation of new 
general valuation roll for 1 July 2019 to 2023. 

Reconciliation of the valuation roll to the billing system 

Compilation of supplementary valuation for the 18/19 
FY. 

Follow up on the approval by the MEC of the 
extension for the implementation of valuation roll. 

Revenue enhancement Strategy 

Implement a Revenue enhancement strategy 

Implement a debit order for officials and councillors 
owing the municipality are paying 

Enforce the debt collection policy on all Illegal 
connections (present to council for approval). 

Expenditure Management 

Negotiate and enter into payment arrangements with 

rd 

the services providers (bulk suppliers, 3 party 
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Focus Area 

Key Activities 


payments) 


Develop an expenditure policy and SOP to implement 
internal controls 


Implement cost containment measures (overtime; 

S&T, vehicle allowance; salary reviews) 

Unauthorized, Irregular and Fruitless and 
Wasteful Expenditure 

Development & implementation of Unauthorised 
Irregular Fruitless & Wasteful Expenditure Policy 
Review & investigate Unauthorised Irregular Fruitless 
& Wasteful Expenditure 

Council respond and conclude appropriately in 
accordance to legislation 

Compilation and regular updating of Unauthorised, 
Irregular and Fruitless & wasteful expenditure register 


Unauthorised, Irregular and Fruitless & wasteful 
expenditure: Training of SCM Committees 

Improve asset management 

Perform an asset verification and count exercise to 
update the asset register 


Address delays of transfer of properties (deeds office) 


Review and update the asset management policy 


Development & implementation of the asset 
management plan and include in the budget 


Develop & implement the asset maintenance plan and 
include in budget 

Improve Supply Chain Management 

Consolidated demand plan (procurement 
plan),Reopening of Stores and management of 
inventory in stores, Review of SCM policies and SOP, 

Appointment of permanent and Vetting of SCM Staff 

Financial Management Capability Maturity 
Model (FMCMM) 

Develop and implement an action plan to address the 
outcomes of the FMCMM assessments 

Flousing 

Initiate legal processes relating to the 
eviction/formalize of illegal occupants at the 

Phomolong Family Units 


Engage with Finance Debt Collection Unit on a 
monthly basis to monitor payment of accounts. 

Cemeteries 

igagement with the undertakers in order to agree on 
e burial process (meeting & written circular) 

Engagement with bereaved families regarding the 
burial process (written circular when grave is bought 
as well as through Ward meetings) 

Recreational and Sport Facilities 

Operationalise Council decision on partnership with 
regards to community facilities (swimming pool) 


Investigate feasibility of establishing PPP’s 
(Swartfontein Resort and Leon Taljaart Nature 

Reserve and Huhudi Sports Facilities) 
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4.2.6. Strategy Six: Improve cash-flow management 

MLM must develop a cash flow management model that is responsive to the anticipated cash inflows 
and outflows in order to provide basic services to meet its service delivery obligations and financial 
commitments. 


In order to meet the objectives of this strategy, it is important that cost containment measures are 
approved by Council, implemented and communicated to all levels in the municipality. The 
assessment of all expenditure before being incurred should be undertaken through a stringent 
budgeting and expenditure control. The Cash Flow Management Model will be reduced to daily cash 
flows management practices where the CFO reports on projected revenue and cash receipts 
including grants received against with financial commitments. 


Focus Area 


Key Activities 


Improved Cash-Flow Management 


Compile realistic and accurate cash flow projections 
that support 2017/18 MTREF. 

BTO office is responsible for the consolidation of cash 
flow projections. 


Sign-off of monthly cash flow management reports 

Management of the cash-flow on a daily basis with 
weekly reporting to the MM and management 
meetings 

Management of the cash-flow on a daily basis with 
weekly reporting to the MM and management 
meetings 

Implementation of cost containment measures _ 

Management committee to include cash flow 
management as a standing item specifically: 

• review the cash position; 

• review and approve commitments, orders, and 
payments to suppliers; 

• set aside cash to meet critical operating 
expenditure; 

• set aside cash to cash back unspent 
conditional grants. 


Ensure payments are made within 30 days including 
agreed payment arrangements. 


4.2.7. Strategy Seven: Improve control environment 

MLM should develop a plan to address the shortcomings in its control environment. Improvement in 
the control environment is intended to form a basis for MLM to provide basic services to meet its 
service delivery obligations and financial commitments. 

In order to meet the objectives of this strategy, it is important that policies and by-laws are reviewed, 
compiled and are approved by Council, implemented and communicated to all levels in the 
municipality. The financial reporting, including the mSCOA process needs to be properly 
implemented in order for management information to be available in a timely manner and adherence 
to relevant legislative reporting requirements 
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Focus Area 

Key Activities 

Audit action 

Constant review/ update / report of the 
implementation of the audit action plan to address 
any outstanding audit findings including update of 
audit file 


Present progress report relating to the 
implementation of audit action plan to the audit 
committee and MPAC. 

Monthly preparations of Audit files across all BTO 
sections. 

Contract Management 

Contract Register and review of all contracts to 
ensure legal compliance 

Ensure compliance with SCM policies and 
procedures 

All project managers must ensure that deliverables 
are in line with the contract and reports 

Contracts must be securely filed properly 

Property Administration (empty, services 
sites) 

Advertise these properties (+-20) for disposal 

Property Administration (Municipal and 
Government properties not yet transferred) 

Verification of the listing of properties; 

Verification of ownership of each property 

Obtain ownership and dispose 

Property Administration (Privately owned 
properties not yet transferred) 

Property audit and ownership verification 

Liaison with relevant national and provincial 
government office 

Allocate accounts appropriately and service valid 
account holders 

Fire & Disaster 

Devolve the function to the appropriate organ (DM) 
by conducting Section 78 (Structures Act) notice 


btain extraordinary funding towards maintenance and 
jrvicing of fire and disaster management equipment 


Compilation and approval of business plan 

Licensing Services 

Engage Provincial Department of Transport, through 
Provincial COGFISTA in discussions with reference to 
the new Service Level Agreement 

Traffic law enforcement 

iprove road marking maintenance 

Utilization of the new and modern traffic 
contravention system 

mSCOA 

Progress report presented monthly at management 
meeting and council meetings 


Transacting on all mSCOA compliant modules 
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4.2.8. Strategy Eight: Infrastructure and Service Delivery Improvements 

The NLM is experiencing comprehensive service delivery challenges due to a number factors, 
including the following: 

• Governance with regards to ownership and associated MIG/RBIG funding; 

• Lack of long-term planning; 

• Poor Maintenance; 

• Aging infrastructure; 

• Inadequate geographical information systems 

Earlier in the financial recovery plan through the status quo, the origins, causes and associated 
possible risk outcomes of the respective challenges has been identified, whilst this section will focus 
on the strategies that would enable the redressing of these challenges. This will culminate in the 
development of a detailed implementation plan as part of the holistic recovery plan. 


Focus Area 

Key Activities 

Water Services Authority 

Council Resolution 

Pursue process in accordance with Water Services 
Act. 

Increase Bulk Water Supply 

Groundwater Study 

DWS Approvals 

New SLA with Bulk Supplier 

Improve infra-structure/vehicles 

MiG Application 

Rehabilitate and replace pipelines 

Install bulk water meters 

Acquire vehicles 

Monitoring of Bulk Electricity Supply 

Install bulk meters 

Carry out electricity sales audit viz-a-viz Purchased 
vs Sales. 

Electricity Losses 

Bulk metering audits 

Pursue DOE funding 

Install smart pre-paid meters 

Integrated Service Delivery - Huhudi 

Negotiate with ESKOM. 

NERSA application 

Revenue Enhancement - Solar Plant 

Feasibility Study 

PPA with ESKOM 

Bidding Process 

Implementation 

Road Maintenance 

Road Maintenance Plan 

Pursue MIG funding for rehabilitation. 

Implement rehabilitation 

Implement budget and road maintenance plan after 
rehabilitation 

Information on Spatial Planning and 
Geographic Systems 

Acquire GIS: 

Budget 

Procurement of GIS and equipment 

Incorporation of other related new planning data. 
Digitize of existing data 
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Focus Area 

Key Activities 

Waste Management 

Conduct a needs analyses, in terms of equipment 
needed 

Replace and service waste trucks 

Liaise with Traffic Department regarding illegal 
dumping sites 

Traffic Department to monitor illegal dumping sites 
Conduct an awareness campaign regarding the 
illegal dumping sites (ward meetings) 

LED 

Regular engagement with potential investors with 
assistance of Premiers’ Office and COGHSTA 

Review Investment and Attraction Policy 

Promotion of SMME through the formalisation of a 
policy to empower local SMME’s 
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5 . Section Five: Implementation of the Financial Recovery Plan 


5.1. Financial Recovery Plan Implementation 

The primary responsibility to avoid, identify and resolve financial problems in a municipality rests with 
the Municipality. It is emphasized that the responsibility to implement the financial recovery plan 
vests with the Municipality. Regular monitoring of the financial recovery plan by Council, the Mayor 
and Municipal Manager is critical to ensure successful implementation. The Financial Recovery Plan 
as well as progress on implementation should be a standard agenda item to Management, Mayoral 
Committee and Council Meetings. 

This financial recovery plan places significant implementation responsibility on the Municipal 
Manager, Chief Financial Officer and other senior managers. All senior managers’ contracts must be 
amended to include elements of the financial recovery plan with clear deliverables and timelines. It 
must be emphasized that the strategies set out in this Plan relate to activities that must be 
institutionalized and performed by various municipal officials, as part of their routine duties, and who 
have been appointed to such positions and given specific roles, responsibilities and delegations. 

The only way that the implementation of the Plan will succeed is through demonstration by the 
Political Leadership, Senior Managers and the CFO that the new procedures will be fully 
implemented without exception. 

The key focus areas and activities outlined in the Plan must also be cascaded to all relevant 
municipal officials irrespective of whether acting or not and included in their respective Performance 
Agreements. It is also important that a “portfolio of evidence” is retained throughout the 
implementation of the Plan to enable assessment of results. 

Finally, and in respect of financial resources, the key will be restructuring of NLM’s budget, optimising 
the revenue resources available to the municipality, implementation of the revenue enhancement 
initiatives conclude adequate service level agreement which address the funding requirements, 
vigorously implement the cost containment/ austerity measures and expenditure management, as 
well as cash-flow management. 
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6. Section Six: Risk Assessment 


6.1. Risk Associated with the Plan and mitigation 


There may be potential barriers to the implementation of the identified strategies which will 
undermine the success of this Financial Recovery Plan. The Plan has identified certain risks that 
must be monitored and mitigated for successful implementation. 

This section of the Plan identifies such risks and proposes actions that will need to be implemented 
to mitigate such risks. The financial recovery plan proposes changes, particularly with regard to 
institutional and governance matters, financial administration, budgeting and financial discipline and 
there will however be a need for a regular review of the risks identified to ensure that as additional 
risks arise, timely mitigation strategies can be adopted and instituted. 

The risks and mitigation measures associated with this Plan are summarised below: 


Risk 

Further Actions 

Lack of Approved Systems of 
Delegations fostering the risk 
of noncompliance with 
relevant legislation, lack of 
accountability and 
maladministration 

• Review Systems of Delegations 

• Facilitate consultation sessions with stakeholders 

• Submit to Council for adoption 

• Implementation of Delegations 

Lack of a proper Performance 
Management System resulting 
in noncompliance, lack of 
strategic direction/plans and 
enforcement of consequence 
management 

• Enforcement of FIR Policies (Disciplinary Codes) 

• Signing of performance agreements 

• Facilitating strategic sessions and development of a 
strategic plan for approval by Council 

• Monitoring and ensuring the implementation of strategic 
plans 

• Cascading performance management to all levels 

• Ring-fencing the skills development levies and 
implement the skill development plan 

• Facilitate workshops and training for Councillors on the 
PMS 

Ineffective governance due to 
Section 79/80 Committees not 
sitting regularly 

• Facilitate workshop(s) on the Code of Conduct for 
Councillors and ensure implementation thereof 

• Ensure appropriate filling of Snr. Management positions 

• Strengthen Council Administration 

Noncompliance to applicable 
legislation due to ineffective 
ward committees 

• Capacitate Unit responsible for the Ward Committees 
Administration by filling the posts of Public Participation 
Officers 

• Develop and implement operational plans for Ward 
Committees 

• Effect outstanding payments to Ward Committee 
members 

• Strengthen the functioning of the existing Ward 
Committees 


o 

o 

c 

ro 
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Risk 


Further Actions 


Lack of understanding of 
Councillors on their oversight 
role resulting in non- oversight 
and noncompliance to 
applicable legislation 


• Facilitate training of Councillors and relevant Ward 
Committees 

• Provide Councillors with briefing documents aligned to 
policy and legislation for public participation initiatives 

• Enforcement of Code of Conduct 

• Implementation of resolution tracking system 

• Development of a public participation policy and 
strategy 


Persistent disclaimer from the • 
Auditor General due to a lack • 

of a Unauthorized, Irregular 
and Fruitless and Wasteful 
Expenditure Policy • 


Ensure consequence management practices 
Development and implementation of an Unauthorised, 
Irregular and Fruitless and Wasteful Expenditure 
Policy 

Review/develop and implement an adequate Audit 
Action Plan. 

Finalise appointment of Audit Committee and ensure 
regular sittings of the Committee 
Attendance of Committee meetings by Snr 
Management 

Ensure quarterly reporting to Council 


Inadequate communication • 
(Internal and External) 
resulting in inconsistent and 
confusing communications 
and service delivery protests. • 


Q 
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Effective internal communication within the organisation 
needs to be strengthened by finalising and 
implementing the communication policy and updating 
the municipality’s website. 

Capacitate the Communication Unit 
Develop and implement a Customer Care Policy 
Implementation of a complaint management system. 
Facilitate a series of communication actions in order to 
convey accurate information 

Plowever, active communication is needed from 
management cadre to manage information flow - 
definite action is needed to show that the leadership 
and management in particular, are in control of the 
restructuring process. 

Leadership and strategic FIR intervention is another 
important criterion for the OD project, which is currently 
lacking to a certain extent. 

Change management driven from both political and 
administration components. 


Inability to implement 
organisational changes 


• Establish an Organisation Development (OD) 
Implementation Task Team to facilitate and monitor the 
implementation of OD issues such as: 

> Management Assessment Appraisal Program 

> Team Development 

> Career Pathing 

> Organisational Culture Assessments 

> Organisational Identity 
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Risk 

Further Actions 



> Planning, implementing and reporting on progress 
regarding Business Plans (IDP and SDBIP) 

> Team Building 

> Relevant and updated organisational structures, 
job descriptions and staff establishment (right 
sizing of work force per organisational unit) 

• Develop and constitute an Implementation Task Team, 
establish terms of reference for the Task Team and role 
clarification for all stakeholders. 

• Develop and adopt OD implementation action plan 
regarding several matters, e.g. Placement policy, 
implementation and commination of approved HR 
Polices and filling of critical vacancies to establish 
stability in the municipality. 

Dysfunctional ICT resulting in 
loss of information, non- 
compliance, lack of disaster 
recovery plan 

• Procurement of an ICT server and creating a dedicated 
server room for ICT. 

Poor supervision resulting in 
poor service delivery, low staff 
morale and poor performance 

• Implementation of consequence management. 

• Training of supervisors and managers. 

Change Management 

Interference Labour in filling of 
posts 

• Change management from highest political level. 

• Re-engagement of LLF and restoration of functionality 
thereof. 

No political and/ or managerial 
will 

• Change management driven from both political and 
administration components. 

• Change management driven from highest political level 
including where appropriate North West Provincial 
Executive. 

• Communication and consultation is critical. 

Negative impact on morale 

• Communication and consultation is critical. 

• Change management driven from both political and 
administration components. 

Inability to re-organise and 
finalise the Organisational 
Structure 

• Change management driven from both political and 
administration components. 

• Need to consult and involve all role-players to include 
possible negotiations with labour as well as address the 
matter of HR anomalies related to placement process. 

• Engage with COGHSTA, Labour Unions and SALGA 
early on in the process. Have clear organisational 
structures developed and communicate with staff 
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Risk 


Further Actions 


o 

a— 

+-* 

C 

o 


Inadequate budget to meet • 
commitments. Contracts and 
commitments entered into 
without adequate budget - • 
inaccurate projections for 
multi- year contracts. 


Budget cuts not done in line 
with municipal priorities 










Start with the plans that may be done internally without 
using outside resources. Plans must have merit and not 
represent a wish list. 

Allocate funds based on proper operational plans e.g. 
accounting for resources required, comprehensive 
running costs, maintenance, transport and 
administration overheads 
Robust budgeting for this planning period; 

Formulating an appropriate tariff structure 
Implement contract management. 

Review contracts, renegotiate or cancel contracts. 

Establish rationale behind budget cuts through 
consultative process; 

Communicate budget cuts and rationale to 
management and Council; 

Annual budget circular must be communicated to all 
stakeholders; 

Improve budgeting and ensure active participation at 
political, administrative and community level. 


o 
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Inadequate management of 
cash 


Lack of internal controls. No 
consequence to contravention 
of policies. No adherence to 
policies, especially SCM 
policies. 


Lack of leadership and 
accountability due to the non¬ 
filling of critical posts 


Expenditure management to ensure that cash spent is 
line with priorities. 

Prepare daily cash flow projections and weekly cash 
flow reports with actual cash flows inserted against the 
projections, implement corrective measures on 
deviations. 

Reporting mechanism between BTO and Departments 
to ensure that payments are for valid work completed. 
This should include the monitoring of consultants 
performance. 

Internal reporting to management and Council on 
finances is critical to ensure timeously corrective action 
implemented. 

Streamline financial management policies - manage 
delegations and take swift action against non- 
compliance. 

Budgets must have realistic cash flow projections and 
Technical Services departments must provide claims 
schedules on all projects. 

Timely completion of audit action plans, that have been 
properly consulted with senior management and 
approved by MM. 

Monitoring of audit action plans by management and 
review through internal audit 

Strengthen the LLF to ensure regular sittings 
Ensure that strategic planning sessions is held 
annually 

Develop a model for the identification and prioritisation 
of other critical vacant posts 
Fast track the review of the organisational structure 
Appropriate placement of staff 
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Risk 

Further Actions 


A culture of non-performance 

• Implementation of Individual PMS and cascade to the 
entire staff establishment with consequences for poor 
or non-performance including applying disciplinary 
action which could result in dismissal. 


Outdated/non existing of HR 
Policies resulting in 

• Facilitate the review of the HR Policies including the 
Vehicle Allowance Policy 


noncompliance with relevant 

• Facilitate proper consultation with Labour 


legislation, lack of discipline 

• Facilitate Workshops for Staff and Council 


and persistent disclaimers 

• Submit to Council for adoption 


from the AG 

• Ensure enforcement of approved HR Policies 


Poor labour relations resulting 

• Ensure regular sittings of the LLF 


in low staff morale, poor 
performance and non- 

• Explore shared service with the District regarding 
presiding and prosecution 


compliance to collective 
agreement 

• Ensure proper use of LLF schedules and agendas 


Low staff morale and 

• Ensure implementation of consequence management 

c 

d) 

discipline resulting in non- 

practices 

E 

performance and lack of 

• Ensure training of staff on Disciplinary Code 

0 

o> 

services 

• Ensure training and development initiatives 

CO 

c 


• Conducting regular skills audits 

m 

V) 

Q) 


• Appointing staff with the appropriate skills and 
experience 

o 


• Conduct a head count of existing staff 

3 

o 


• Designing an efficient system of control 

(/> 

0 


• Implement a performance agreement for all staff 

DC 

c 

CO 


• Ensure updated job descriptions for all posts and 
submit for job evaluation 

E 

3 


• Ensure vetting of staff 

X 


• Ensure disclosure of interests of staff 

• Finalisation of all disciplinary cases. 


Lack of adequate control over 
leave and absenteeism 

• Workshop all staff on leave & absenteeism policy 
(impact on pension) 


resulting in potential incorrect 
record keeping/payments 

• Capacitate Supervisors to ensure leave administration 
implementation 


being processed for Overtime, 

• Implement consequence management 


Stand-by, Call-outs, Annual 

• Conduct change management advocacy 


Leave, Sick Leave, Long 

• Enforce procedures and disciplinary action. 


Service Leave, Family Leave 
and Maternity Leave. 

• Enforce Leave Policy and ensure administration of 
leave management system such as introduction of 
Leave Roster, analysis and trends for planning 
purposes 


Lack of overall service 

• Proper planning 


delivery due to cash flow 
problems 

• Prioritize service delivery 
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Risk 

Further Actions 


Bloated structure and huge 

• Organisational review to eliminate unnecessary posts 


wage bill lead to low staff 
morale and non-payment of 
3 rd parties 

• Change management programme to address low 
morale 


Non-filling of critical vacant 
positions due to lack of 
accountability resulting in lack 

• Filling of critical vacancies especially the top 
management level to take responsibility and 
accountability 


of service delivery 

• Management to adhere timeously to Risk Management 
Cycle (to be included in performance agreements) 


Water and Sanitation 

• Become a WSA. 

• Revisiting of SLA 


• Water 

• Assume responsibility for all bulk services 

O) 
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3 

o Inadequate supply of 
bulk water 

o Lack of monitoring 
equipment on water 
o External and 

reticulation water lines 
in need of upgrading 
o Service delivery 
vehicles shortage 
• Sanitation 
o Relative roles of 
responsibility for 
service provision, 
o Bulk and reticulation 
sewer lines in need of 
upgrading 
• Service delivery 
vehicles shortage 

• Ensure logging systems to control fleet expenses 

o 

3 

Electricity 

• Revisit SLA with ESKOM 

+-* 

V) 


• Ensure functional smart pre-paid meters 

CO 

3 *. 

*+- 

• Non-monitoring of Bulk 

• Ensure payment of services by Huhudi 

c 

Electricity/ Purchases. 

• Loss of 
Electricity/Revenue 

• Provide integrated 
service to Huhudi 
because of proximity. 

• Revenue 
enhancement from 
electricity sales - Solar 
Farm 

• Confirmation of long-term capability 


Roads 

Long term maintenance plan 

• Ensure viable maintenance plan and available 
equipment/ service providers 


113 












Naledi Local Municipality: Financial Recovery Plan 



Risk 

Further Actions 


Planning and Land-Use 

Unavailability of Information 
on Spatial Planning and 
Geographic Systems 

• Ensure proper training and capacity in department 

Water and Sanitation 

• Water 

o Inadequate supply of 
bulk water 

o Lack of monitoring 
equipment on water 
o External and 

reticulation water lines 
in need of upgrading 
o Service delivery 
vehicles shortage 

• Sanitation 

o Relative roles of 
responsibility for 
service provision, 
o Bulk and reticulation 
sewer lines in need of 
upgrading 

Service delivery vehicles 
shortage 

• Become a WSA. 

• Revisiting of SLA 

• Assume responsibility for all bulk services 

• Ensure logging systems to control fleet expenses 


The above mentioned risks will therefore require effective and focused management as the combined 
impact is likely to have far reaching consequences and impact on the financial and service delivery 
sustainability of NLM. 

Given this a proper risk management matrix must be developed, managed and reported to Council 
on a regular basis. 
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7. Section Seven: Monitoring and Evaluation 


7.1. General 

The purpose of this section of the Plan is to set out a monitoring and evaluation process to ensure 
that the Plan is implemented and that the milestones and outputs are realised. Various elements of 
this Plan must be institutionalised and fully implemented in a coherent and holistic manner. These 
components are integrated and care should be taken during implementation of the Plan not to isolate 
some aspects from others even though certain aspects may only be implemented in the medium to 
long term. 

The Municipal Manager should continue with the implementation of this Plan until such time that all 
aspects of the Plan have been fully implemented and institutionalised. The Municipal Manager should 
closely monitor and evaluate progress and must report to the Mayor, Council, Provincial and National 
Government on a regular basis. In addition, all Senior Managers performance agreements must be 
amended to include elements of this Plan with clear deliverables and timelines. 


7.2. Frequency of Reporting 

The monitoring of the implementation of this Plan and reporting on progress will be undertaken by the 
Municipal Manager. 

Reports on the implementation of the Plan must be submitted to the Municipal Manager on a weekly 
basis, at least in the immediate to short term. The details should form part of discussions at every 
management meeting and the Municipal Manager must take corrective actions when activities in the 
Plan are falling behind implementation timelines or when there is a risk of non-achievement of the 
desired targets. 

Progress reports on the implementation of the Plan must be submitted by the Municipal Manager to 
Council on a monthly basis. The Executive Mayor and Council must also implement corrective 
measures and exercise greater oversight to ensure full implementation. These reports should also 
form part of the quarterly report submitted by the Mayor to Council in terms of section 52 of MFMA on 
the implementation of the budget and the financial state of affairs of NLM. 

The Municipal Manager must also submit progress reports on implementation of this Plan to 
Provincial Treasury and COGHSTA in the North West Province with National Treasury’s Municipal 
Finance Recovery Services copied, on a monthly basis. 


7.3. Non Implementation of the Plan 

In order to mitigate the risk of non-implementation of the Plan, specific timeframes and 
responsibilities have been defined for each of the strategies developed in the Plan. In addition, all 
Senior Managers, irrespective of whether acting or not, performance agreements must include all the 
relevant elements of the Plan with clear deliverables/ outcomes and deadlines. Responsible officials 
will be required to report on progress and will be held accountable for non-implementation. Should 
NLM delays or fail to implement this Plan, the Provincial Government must consider alternative 
support or intervention measures, as well as other mandatory intervention including the appointment 
of an administrator or the dissolution of Council. 
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7.4. Updating of the Plan 

The Plan will need to be modified as and when better information is obtained, where identified 
strategies need to be updated and when risks and implementation barriers that have not been 
anticipated arise. The responsibility for updating the Plan rests with NLM. 

The Municipal Manager must forward any future updated or revised Plan to the North West Provincial 
Treasury and COGHSTA with the National Treasury’s Municipal Financial Recovery Service copied. 
Provincial Treasury, working jointly with COGHSTA, may also provide additional comments on the 
Plan over the course of its implementation as part of its monitoring role, with the National Treasury’s 
Municipal Financial Recovery Service copied, and until such time the Plan is fully implemented and 
NLM is turned around and is on the path to service delivery and financial recovery. 
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8. Section Eight: Detailed Implementation Plan 


8.1. Strategy One: Strengthening Governance 


Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



(V 

S 

- Tick) 

M L 




Increase 

Revenue 

Reduce 

Expenditu 

re 


ICT 

Acquisition of a 
new server 

MM, CFO, 

Executive 

Manager 

Corporate 

Support 

Services 

V 

V 


July 2018 

Oct 2018 

Functional 

server 


V 

District 


Development 

and 

implementation 
of ICT strategy 

MM, 

Executive 

Manager 

Corporate 

Support 

Services, 

Senior IT 

Technician 




1 July 2018 

Dec 2018, 
implementatio 
n on-going 

ICT Strategy 
approved 





Functional 

server room 

Executive 

Manager 

Corporate 

Services 




July 2018 

Dec 2018, on¬ 
going 

Functional 

server room 





Resuscitation 

ICT steering 
committee 

Executive 

Manager 

Corporate 

Services 




March 2018 

March 2018, 
implementatio 
n on-going 

Functional ICT 
committee 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



(V 

S 

- Tick) 

M L 




Increase 

Revenue 

Reduce 

Expenditu 

re 


Performance 

Management 

Development/re 
view of PMS 
policy and 
standard 
operating 
procedures 

MM 


V 


July 2018 

Sept 2018 

PMS for all 
developed, 
approved and 
implemented 


V 

District 

DLGHS 


Implementation 
of performance 
management 
policy at senior 
management 

Executive 

Manager 

Corporate 

Support 

Services 



V 

1 July 2018 

June 2019, on¬ 
going 

Maximise 
administrative 
and operational 
efficiency 





Phased in 
implementation 
level 0 to 3 

Executive 

Manager 

Corporate 

Support 

Services 




July 2018 

June 2019, on 
going 

Enhanced 

accountability 





Phased in level 

4 to 6 





July 2019 

June 2020 

On -going 






Phased level 7 
to 14 





July 2020 

June 2021 






Train staff to 

implement 

Performance 





July 2018 

Ongoing 

Improved 

organisational 

performance 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 



Management 

Implement 

performance 

management 

Recruitment 
process to 
include 
performance 
management for 
all levels 

Introduce 

measures to 

address poor 

performance 

including 

disciplinary 

action 







and service 
delivery 

Consequence 

management 

implemented 




Internal audit 

Timely 

distribution of 
agendas and 
minutes and 
reports 

Review of SLA 
and shared 
service model 

CAE 

MM, CAE 

V 



March 2018 

April 2018 

On-going 

June 2018 

Effective 
internal audit 
function and 
committee 

Improved audit 
outcome 


V 

District 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



(V 

S 

- Tick) 

M L 




Increase 

Revenue 

Reduce 

Expenditu 

re 



Implementation 
of internal audit 
recommendatio 
n register 

All Executive 
Managers 




March 2018 

Quarterly, On¬ 
going 






Management 

prioritise 

attendance 

MM 




March 2018 

On-going 





Audit 

committee 

Regular 
assessment of 
audit committee 
performance 
Quarterly 
reporting to 
council 

MM, CAE 

Chairperson 
of Audit 
Committee 




Once a year 
Annually 

Quarterly 

On-going 

Quarterly 

Effective Audit 
Committee 





Finalise 
appointment 
audit committee 

MM 




March 2018 

May 2018 





Risk 

management 

Form part of 
performance 
agreement of 
managers 
Management to 
adhere 

timeously to the 
Risk 

MM 

MM 

V 



Annually 

Annually 

Annually 

Annually 

Effective risk 
management 


V 

District 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 



Management 

Cycle 











Governance 

Enforcement of 
councillor code 
of conduct 

Adhere to 
schedule of 
ward committee 
meetings 

Rescind council 
resolution to 
curb the abuse 
of out of pocket 
expense 

Training of 
Councillors on 
financial 
management, 
governance, 
service livery 

Tracking of 
implementation 

Speaker 

Speaker 

MM 

MM, 

Executive 

Manager 

Corporate 

Support 

Services 

Executive 

Manager 

Corporate 

V 



March 2018 

March 2018 

March 2018 

April 2018 

March 2018 

On-going 

Annually 

On-going 

June 2018 

On-going 

On-going 

Effective 

council 

oversight 


V 

District 

Saiga, 

Provincial 

Treasury, 

Provincial 

DLGHS 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



(V 

S 

- Tick) 

M L 




Increase 

Revenue 

Reduce 

Expenditu 

re 



of resolution 

Support 

Services 











Development of 
public 

participation 
policy and 
strategy 

Executive 

Manager 

Corporate 

Support 

Services, IDP 

manager 




March 2018 

June 2018 

Policy and 

strategy 

developed 





Review of 
system of 
delegations 

MM, 

Executive 

Manager 

Corporate 

Support 

Services 




March 2018 

June 2018 

Systems of 

delegation 

developed 




Litigations 

Develop, update 
and 

management of 
the litigation 
register to 
contain the legal 
cost per case. 

Develop a 
litigation 
strategy and 
implementation. 

Assess the 

Executive 

Manager: 

Corporate 

Support 

Services 

Deputy 

Manager: 

Legal Support 
Services 

MM, CFO 
and Deputy 
Manager: 

V 



March 2018 

March 2018 

Monthly 

Monthly and 
on-going 

April 2018 

Monthly 

Litigation 
register 
developed and 
updated. 

Litigation 

strategy. 

Reduction in 


V 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 



prospect of 
success for 
each case. 

Appoint panel of 
lawyers. 

Payments of 
creditors and 
statutory 
obligation. 

Legal Support 
Services 

MM 

MM and CFO 




March 2018 

Monthly 

June 2018 

Monthly and 
as per 
payment 
arrangements 

number of 
cases and 
related costs. 

Reduction 

fruitless 

expenditure. 
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8.2. Strategy Two: Organisational Restructuring 


Key Focus 
Area 


Activities/ Actions 


Person 

Responsibl 

e 


Timeline # 
(V -tick) 


S M 


Start 

Date 


Organisation 

al 

Restructurin 

g 


Review 
organisational 
structure, align to 
municipal strategy 
and IDP, finalize a 
comprehensive 
organisational 
structure taking into 
account affordability, 
service delivery 
mechanisms, 
legislative 
requirements, 
powers and functions 
and the core 
mandate of the 
municipality, financial 
recovery plan 


Executive 

Manager 

Corporate 

Support 

Services 


V 


March 

2018 


End Date 


May 18 


Measurable 

Outcome 


An approved 
and 

implementable 

organisational 

structure 


Impact 


Increase 

Revenue 


V 


Reduce 

Expendit 

ure 

V 


Technical 

Support 


Consultation with all 
stakeholders 

Develop/review job 
descriptions 

Submit JD’s for job 
evaluation 


May 

March 2 018 
2018 

May 2018 


Job 

descriptions 
evaluated and 
approved 


Provincial 

DLGHS 


March 

2018 


June 2019 
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Key Focus 
Area 

Activities/ Actions 

Person 

Responsibl 

e 

Timelin 
(V -tic 

e# 

k) 

Start 

Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

S 

M 

L 

Increase 

Revenue 

Reduce 

Expendit 

ure 


Skills audit and 

competency 

assessment 

Development of 
Placement 

Policy/Plan into new 
structure for all 
employees 

Placement of officials 
in the new structure 

Change 

management 

program 





March 

2018 

1 July 

2018 

March 

2018 

June 2018 

May 2018 

Sep 2018 

On-going 

Updated skills 
assessments 

Approved 

Placement 

Policy/Plan 

Implemented 

Plan 

Change 

management 

program 

implemented 




Wage bill 

Terminate contract of 
employment on 
expiry date (posts 
not on the structure). 
Retrenchment 

Adjustment of 
powers of function 
(Fire Fighting). 

Transfer agency 
functions (Libraries, 

MM, 

Executive 

Manager 

Corporate 

Support 

Services 

V 



March 

2018 

March 

2018 

1 July 

2018 

June 2018 

June 2018 

June 2019 

Reduced 
employee 
costs and 
abuse of 
standby, 
overtime and 
acting 
allowances 
Approved 
policies on 
overtime, 
standby, acting 


V 

District 

Municipality 

DLGHS 


125 




















Naledi Municipality: Financial Recovery Plan 


Key Focus 
Area 

Activities/ Actions 

Person 

Responsibl 

e 

Timelin 
(V -tic 

e# 

k) 

Start 

Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

S 

M 

L 

Increase 

Revenue 

Reduce 

Expendit 

ure 


T raffic and 

Licensing). 







and travel and 

subsistence 

allowances 




Filling of 

critical 

vacant 

budgeted 

positions 

including 

CFO, 

Executive 

Manager 

Community 

Services and 

Technical 

Services 

Filling of 
other critical 
vacant 
budgeted 
positions 

Recruitment process 
to unfold in line with 
legislation. 

Shortlisting , 
interview candidate, 
appointment 

Assumption of duty 
CFO 

Executive Managers 
Community Service 
and Technical Serv. 

Executive corporate 
services 

Recruitment process 
to unfold in line with 
approved policy / 
legislations. 

MM 

Executive 

Manager 

Corporate 

Support 

Services 

Executive 

Manager 

Corporate 

Support 

Services 

MM, 

Executive 

Manager 

Corporate 

Support 

Services 

MM 

Executive 

Manager 

Corporate 

Support 

Services 

V 

V 


Oct 2017 

Oct 2017 

March 

2018 

March 

2018 

March 

2018 

June 

2018, on¬ 
going 

May 2018 

June 2018 

June 2018 

Sept 2018 

Maximise 

administrative 

and operational 

efficiency 

Enhanced 

accountability 

Improved 

organisational 

performance 

and service 

delivery 


V 

District 
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Key Focus 
Area 

Activities/ Actions 

Person 

Responsibl 

e 

Timelin 
(V -tic 

e# 

k) 

Start 

Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

S 

M 

L 

Increase 

Revenue 

Reduce 

Expendit 

ure 


Development of 
human resource plan 

Executive 

Manager 

Corporate 

Support 

Services 

Senior 

Managers 




March 

2018 

May 2018 
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8.3. Strategy Three: Human Resource Management 


Key Focus 
Area 

Activities/ Actions 

Person 

Responsibl 

Timelin 
(V -tic 

e# 

k) 

Start 

Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



e 

S 

M 

L 




Increas 

e 

Revenu 

e 

Reduce 

Expenditur 

e 

Labour 

relations 

Functional LLF - 
schedules of 
meeting submission 
of agenda item 

Executive 

Manager 

Corporate 

Support 

Services 

Assistant 

Manager 

Labour 

Relations 

V 



March 

2018 

Monthly 
and on¬ 
going 

Functional LLF 


V 

■ District 

■ Saiga 


Engagement with 
District for a shared 
service on presiding 
and prosecution 

MM, 

Executive 

Manager 

Corporate 

Support 

Services 




April 

2018 

June 2018 

Functional 
presiding and 
officers and 
prosecutors 





Training officials as 
presiding officers 
and prosecutors 
assisted by saiga 
and district 

Executive 

Manager 

Corporate 

Support 

Services 




May 

2018 

Dec 2018 

Trained officials 
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Key Focus 
Area 

Activities/ Actions 

Person 

Responsibl 

Timelin 
(V -tic 

e# 

k) 

Start 

Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



e 

S 

M 

L 




Increas 

e 

Revenu 

e 

Reduce 

Expenditur 

e 

HR policies, 
strategy/plan 

Review HR polices 

(Recruitment and 
Selection, Acting 
Allowance, Vehicle 
Allowance, Long 
Services, Telephone 
and Cell phone and 
Overtime) 

Executive 

Manager 

Corporate 

Support 

Services 

V 

V 


March 

2018 

30 May 
2018 

Reviewed and 
approved HR 
policies. 


V 



Develop HR strategy 
and plan 

Consultation and 
approval 





March 

2018 

May 2018 

Approved Plan 
and Strategy 




Staff 

Discipline 

Workshop line 
managers and staff 
on the disciplinary 
code 

Follow internal 
disciplinary process 
in terms of 
legislation 

■ Executive 
Manager 
Corporate 
Support 
Services 

■ Assistant 
Manager: 
Labour 
Relations 

V 



May 

2018 

June 

2018, 

ongoing 

On-going 

On-going 

Maximise 
administrative 
and operational 
efficiency 

Enhanced 

accountability 


V 

District 

SALGA 
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Key Focus 
Area 

Activities/ Actions 

Person 

Responsibl 

e 

Timelin 
(V -tic 

e# 

k) 

Start 

Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

S 

M 

L 

Increas 

e 

Revenu 

e 

Reduce 

Expenditur 

e 


Implement the 
Disciplinary Code in 
line with collective 
agreement 

Implement 

consequence 

management 






On-going 

On-going 

Improved 
organisational 
performance 
and service 
delivery 

Consequence 

management 

implemented 
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8.4. Strategy Four: Re-structuring of the Budget 


Focus Area 

Key Activities 

Person 

Responsi 

ble 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technics 

1 Support 

Increase 

Revenu 

e 

Reduce 

Expenditur 

e 


Analysis and 
restructuring 
of the budget 
to ensure 
sustainability 
of the 

Municipality 

Undertake budget 
and actual line 
item analysis for 
2014/15, 2015/16, 
2016/17 and mid¬ 
year 2017/18. 

Identify and 
Implement cost 
containment 

measures 

CFO, MM, 

Budget 

manager 

and all the 

senior 

managers 

V 



March 2018 

30 May 2018 

Funded budget 



National 

Treasury 

Provincial 

Treasury 

Sector 

Departme 

nts 

Compilation 
of credible 
and funded 
2018/19 
MTREF 

Review 

established IDP 
and Budget 

Steering 

Committee. 
Development of 
key budget 
timelines 

Compile 2018/19 
budget in line 
with reviewed 
targets for 
realistically 
anticipated 
expenditure 
revenue and 
trends 

Review all tariffs 

CFO, MM, 

Budget 

manager 

and all the 

senior 

managers 

V 



March 2018 

30 May 2018 

Funded budget 



National 

Treasury 

Provincial 

Treasury 

Sector 

Departme 

nts 
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Focus Area 

Key Activities 

Person 

Responsi 

ble 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technics 

1 Support 

Increase 

Revenu 

e 

Reduce 

Expenditur 

e 



and charges and 
budget related 
policies 











Tariff Policy 

Review the tariff 
policy to be cost 
reflective 

Tariff setting: 
source assistance 
with tariff setting 

All departments 
must ensure that a 
cost reflective 
tariffs are used 

Align the electricity 
tariff to the billing 
by Eskom per 
season and time of 
use/block tariffs 

CFO 

Municipal 

Manager 

All 

Managers 

V 



March 2018 

May 2018 

Cost reflective 
tariff and tariff 
policy 

V 


Eskom 

NERSA 

National 

COGHST 

A 
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8.5. Strategy Five: Improve Financial Sustainability and Administration 


Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 


Customer 

Care 

Communication 
between 
revenue unit 
and Technical 
services to 
resolve 
queries. 
Customer 
queries must 
be resolved 
timeously with 
a turnaround 
time in place 
Develop and 
implement the 
customer care 
policy 

Implementation 
of complaint 
management 
system 
(Develop a 
register of 
queries lodged 
to track the 
turnaround time 
in resolving 

MM Director 
Corporate 
Services and 
other Section 
56 Managers 

V 



March 2018 

March 2018 

Ongoing 

May 2018 

Communication 
s and Public 
Participation 
Strategy and 
Policy 

Satisfied 

Customers 

Credible 
register of 
queries 

Tracking 
register for 
queries 



District 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



(V 

S 

- Tick) 

M L 




Increase 

Revenue 

Reduce 

Expenditu 

re 



them 

(Spreadsheet) 











Revenue 

Management 

Implement the 
recommendatio 
n on the data 
purification by 
Kagiso Trust 

CFO, MM, 

Revenue 

Manager 

V 



March 2018 

June 2018 

Credible 

Customer 

Listing 



Provincial 

Treasury 


Review by-laws 
and all the 
revenue related 
policies: for 
example 
credit control 
policy 

Indigent policy, 

Property rates 
policy; 

Implementation 

CFO 

Revenue 

Manager 

V 



March 2018 

May2018 

1 July 2018, 
ongoing 

Improved 

revenue 

collection 

Approved 

policies 



Provincial 

Treasury 


Draft policies 

Revenue 

Management 

policy. 

Consumer 
deposit policy 
and refund 
policy. 

CFO 

Revenue 

Manager 

V 



March 2018 

May 2018 

Approved 

policies 



Provincial 

Treasury 


Identification of 

CFO 

V 

V 

V 

March 2018 

On-going 

New Revenue 



Provincial 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 


new revenue 

sources - Solar 
power; 

Billboards; 
Weighbridge 
and Landfill site; 
illegal dumping.. 

Revenue 

Manager 






sources 



Treasury 
National 
Treasury 
Departmen 
t of energy 

Billing and 

Data 

Capturing 

Activate remote 
reading model 
on water meters 

Mapping of 
water meters 
with household 
data 

Engage with the 
District on 
additional 
replacement of 
water meters 

Create a SOP 
with a standard 
form to ensure 
that all new 
connections link 
the finance and 
Technical 
department to 
avoid 

CFO 

Revenue 

Manager 

Technical 

Directors 

MM 

V 



March 2018 

June 2018 

May 2018 

Improved 

revenue 

collection 

Approved 

policies 

Credible 
debtors book 

New meters 
installed 

Accurate billing 



District 

Municipalit 

y 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 



connections 
without a 
deposit and 
connection fee. 

Verification and 
reviewing of 
inaccuracies in 
the billing 
system 






June 2018, 
ongoing 





Indigent 

Management 

Identification 
and registration 
of indigents 

CFO, 

manager 

revenue 

V 



March2018 

May 2018 

90 % of 
indigents on 
register 



COGHSTA 

District 

Municipalit 

y 

Updating and 
cleansing of the 
indigent 
registers 

Reconciliation 
of the Indigent 
register and the 
Financial 
system. 

MM, CFO, 

Manager: 

Revenue 

V 

V 


March 

May 2018 

June 2019 

Credible 

indigent 

register 



COGHSTA 

District 

Municipalit 

y 








Credible 

indigent 

register 



COGHSTA 

District 

Municipalit 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 












y 

General and 
Supplementa 
ry Valuation 
roll 

Compilation of 
new general 
valuation roll for 

1 July 2019 to 
2024 

CFO 

Revenue 

Manager 

SCM 

Manager 

V 

V 

V 

April 2018 

January 2019 

Credible 
Valuation roll 



COGHSTA 
Departmen 
t of Local 
Governme 
nt and 
Flousing 

Reconciliation 
of the valuation 
roll to the billing 
system 

Compilation of 
supplementary 
valuation for the 

18/19 FY. 

CFO 

Revenue 

Manager 

SCM 

Manager 

V 



March 2018 

June 2018 

Credible 
Valuation Roll 



COGHSTA 
Departmen 
t of Local 
Governme 
nt and 
Housing 

Ensure approval 
by the MEC of 
the extension 
for the 

implementation 
of valuation roll. 

Mayor/M Mr 

V 



March 2018 

June 2018 

Approval letter 
from MEC 




Revenue 

enhancement 

Strategy 

Develop a 
Revenue 
enhancement 
strategy 

Implementation 

Municipal 

Manager 

All Managers 

V 

n 

n 

March 2018 

1 July 2018 

May 2018 

On-going 

Improved cash¬ 
flow 

Increased 

collections 



Provincial 

Treasury 

National 

Treasury 

COGHSTA 

Sector 

department 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 













s 

Expenditure 

Management 

Negotiate and 
enter into 

payment 
arrangements 
with the 

services 

providers (bulk 
suppliers, 

rd 

3 party 
payments) 

MM, CFO, 

Manager: 

Expenditure 

V 



March 2018 

30 June 2018 

Decrease in 
fruitless and 
wasteful 
expenditure 

Approved 

payment 

arrangements 


V 


Develop an 
expenditure 
policy and SOP 
to implement 
internal controls 

MM, CFO, 

Manager: 

Expenditure 


V 


March 2018 

30 May 2018 

Approve policy 


V 


Implement cost 
containment 
measures 
(overtime; S&T, 
vehicle 
allowance; 
salary reviews 
as per MFMA 
CIRCULAR 82)) 

MM, CFO, 

Manager: 

Expenditure 


V 


March 2018 

Monthly, on-going 

Improved cash 
flow 


V 


Unauthorized 
, Irregular 
and Fruitless 
and Wasteful 

Development & 
implementation 
of 

Unauthorised 

Municipal 

Manager, 

Chief 

Financial 


V 


March 2018 

May 2018 

Recovered or 

condoned 

expenditure 


V 

COGHSTA 

and 

Provincial 

Treasury 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 


Expenditure 

Irregular 

Fruitless & 
Wasteful 
Expenditure 
Policy 

Review & 
investigate 
Unauthorised 
Irregular 

Fruitless & 
Wasteful 
Expenditure 
Council 
respond and 
conclude 
appropriately in 
accordance to 
legislation 

Compilation 
and regular 
updating of 
Unauthorised, 
Irregular and 
Fruitless & 
wasteful 
expenditure 
register 

Officer, 

Section 56 
Managers 
and Legal 
Services Unit 










Unauthorised, 
Irregular and 

MM, CFO 

V 



02 March 
2018 

30 June 2018 

Ongoing 

Trained Bid 
Committees 


V 

Provincial 

treasury 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



(V 

S 

- Tick) 

M L 




Increase 

Revenue 

Reduce 

Expenditu 

re 



Fruitless & 
wasteful 
expenditure: 
Training of SCM 
Committees 











Improve 

asset 

management 

Develop asset 
register 

MM, CFO, 

Technical 

Manager 

V 



March 2018 

August 2018 
Ongoing 

Credible Asset 
Register 
Approved asset 
maintenance 
plan 

Approved Asset 
policy 


V 

Provincial 

Treasury 

District 

Municipalit 

y 


Fast-track the 
transfer of 
properties from 
the municipality 
to the rightful 
owners 

MM, CFO 

V 



March 2018 

30 Dec 2018 

Timely transfer 
of properties 


V 



Review and 
update the 
asset 

management 

policy 

MM, CFO, 

Technical 

Manager 

V 



March 2018 

30 May 2018 

Approved 

policy 


V 



Development of 
the asset 
management 
plan 

Implementation 

MM, CFO, 

Technical 

Manager 

V 



March 2018 

May 2018 

30 April 2018 

On-going 

Approved asset 

management 

plan 


V 



140 






















Naledi Municipality: Financial Recovery Plan 


Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 


Develop the 
asset 

maintenance 

plan 

MM, CFO, 

Technical 

Manager, 

Budget 

Manager 

V 



March 2018 

30 May 2018 

Approved 
repairs and 
maintenance 
plan 


V 


Improve 

Supply Chain 
Management 

Consolidated 

procurement 

plan 

Reopening of 
Stores and 
management of 
inventory in 
stores, review of 
SOP, 

Vetting of SCM 
Staff 

CFO 

SCM 

Manager 

V 



March2018 

June 2018, 
annually 

Ongoing 

June 2018 

Credible 

procurement 

plan 

Credible 

UIF&W register 

Approved 

policies 

Accurate 
inventory listing 
and policies 


V 


Financial 

Management 

Capability 

Maturity 

Model 

(FMCMM) 

assessment 

Develop an 
action plan to 
address the 
outcomes of the 
FMCMM 
assessments 

Implementation 

MM, CFO, 

Budget 

Manager 

V 

V 

V 

March 2018 

1 July 2018 

■ May 2018 

On going 

Action Plan 
Implemented 


V 

Provincial 

Treasury 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 


Housing 

Initiate legal 

processes 

relating 

regarding 

recovery of 

lease rental at 

Phomolong 

Manager: 

Housing 

Manager: 

Properties 

Manager: 

Revenue 

V 



March 2018 

30 June 2018, on 
going 

Increase 

revenue 

V 

V 

Legal 

Advisors 

Engage with 
Finance Debt 
Collection Unit 
on a monthly 
basis to monitor 
payment of 
accounts. 

MM, senior 

managers 

Managers,: 

Revenue 

manager 

V 



March 2018 

monthly 

Monthly 

meetings 

Increase in 
cash-inflows 

V 



Cemeteries 

Engagement 
with the 
undertakers in 
order to agree 
on the burial 
process 
(meeting & 
written notice) 

Notice to the 
public on grave 
allocation 

Assistant 

Manager: 

Parks 

Speakers 

Office 

V 



1 March 

2018 

On-going 

Written notice 
Significant 
reduction in 
overtime 
expenditure 

V 



Recreational 
and Sport 









V 



Lease 

Municipal 



V 

March 2018 

30 June 2018 

Fully 

V 

V 
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Focus Area 

Facilities 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 


Swartfontein 

Resort 

and assessment 
of the viability of 
Leon Taljaart 
Nature 

Reserve) 

Manager 






operational 

facilities 

PPP in place 

Increase in 

revenue 
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8.6. Strategy Six: Improved Cash-flow Management 


Focus Area 

Key Activities 

Person 

Responsibl 

e 

(Title) 

# 

Timeline 
(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expendi 

ture 


Improved 

Cash-Flow 

Managemen 

t 

Compile realistic 
and accurate 
cash flow 
projections that 
support 2018/19 
MTFtEF. 

Municipal 
manager, 
CFO and 
Budget 
manager 

V 

V 

V 

March 

2018 

May 2018 

monthly 

Realistic and 
accurate cash flow 
projection 

adjustment budget 
and 18/19 MTREF 
budget 
implemented 



National 

Treasury 

Sign-off of 

monthly cash 
flow 

management 

reports 

Monitor 

Implementation 

MM, CFO 

V 

V 

V 

monthly 

monthly 

Improved cash-flow 

Progress towards 
achieving a 
positive cash 
coverage ratio by 
end of the financial 
year (30 June 

2019) and over 1 
month coverage 
over the medium 
term. 




Management of 
the cash-flow on 
a daily basis with 
weekly reporting 
to the MM and 
management 

CFO 

V 

V 

V 

March 

2018 

Ongoing 

Improved Cash 
flow 





144 




















Naledi Municipality: Financial Recovery Plan 


Focus Area 

Key Activities 

Person 

Responsibl 

e 

(Title) 

# 

Timeline 
(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expendi 

ture 


meetings 











Implementation 
of cost 
containment 

measures 

CFO 

V 

V 

V 

March201 

8 

Daily , on¬ 
going 

Improved cash-flow 

Progress towards 
achieving a 
positive cash 
coverage ratio by 
end of the financial 
year (30 June 

2019) and over 1 
month coverage 
over the medium 
term 


V 


Revenue 
enhancement 
team to include 
cash flow 
management as 
a standing item 
specifically: 

• review the 
cash position; 

• review and 
approve 
commitments, 
orders, and 
payments to 
suppliers; 

• set aside cash 

MM, CFO, 

Senior 

Managers 

V 



March 

ongoing 

Improved cash-flow 
management 


V 
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Focus Area 

Key Activities 

Person 

Responsibl 

e 

(Title) 

# 

Timeline 
(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expendi 

ture 


to meet critical 

operating 

expenditure; 

• set aside cash 
to cash back 
unspent 
conditional 
grants. 











Ensure 
payments are 
made within 30 
days including 
agreed payment 
arrangements. 

MM, CFO 

V 

V 

V 

March 

2018 

On-going 

Improved cash-flow 
management 
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8.7. Strategy Seven: Improved Control Environment 


Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technics 

1 Support 



(V 

S 

- Tick) 

M L 




Increase 

Revenue 

Reduce 

Expenditu 

re 


Audit action 

Constant 
review/ update / 
report of the 
implementation 
of the audit 
action plan to 
address any 
outstanding 
audit findings 
including update 
of audit file 

CFO 

Municipal 

Manager 

MPAC 

Manager 
Internal Audit 

Audit 

committee 

✓ 



Jan 2018 

30 June 2018 

All audit 
findings 
addressed and 
completed audit 
file 

V 

V 

Provincial 

Treasury 


Submission of 
progress report 
relating to the 
implementation 
of audit action 
plan to Council 

audit 

committee and 

MM, CFO 

✓ 



March 2018 

quaretrly 

Presentations 
made to the 
audit committee 
and MPAC 

quarterly 

reports 

submitted 

V 

V 

Provincial 

Treasury 


MPAC 

Undertake 
oversight and 
report to council 

Chairperson 
of audit 
committee 
and MPAC 




March 2018 

Quarterly 











Monthly 

Monthly 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technics 

1 Support 



(V 

S 

- Tick) 

M L 




Increase 

Revenue 

Reduce 

Expenditu 

re 



Monthly 
preparations of 
Audit files 
across all BTO 
sections. 

MM, CFO 










Contract 

Management 

Develop 

Contract 

Register 

Audit of all 
contracts to 
ensure legal 
compliance 

Ensure 
compliance 
with SCM 
policies and 
procedures 

All project 
managers must 
ensure that 
deliverables 
are in line with 
the contract 
and reports 
Contracts must 
be securely 
filed properly 

Legal 

Department 

SCM 

Municipal 

Manager 

✓ 



March2018 

March 2018 

March 2018 

May 2018 

Dec 2018 

On-going 

On going 

Contract 
register in place 
Legally 
compliant 
contracts 


V 

COGHST 

A and 

Provincial 

Treasury 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technics 

1 Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 














Property 

Administratio 

n 

Identification 
and disposal of 
service sites 

Identification 
and disposal 
obsolete assets 



<✓ 




Properties 

disposed 

Positive impact 
on cash-flow 

V 



Property 
Administratio 
n (Municipal 
and 

Government 
properties 
not yet 
transferred) 

Verification of 
the listing of 
properties; 
Verification of 
ownership of 
each property 
Obtain 

ownership and 
dispose 

Manager: 

Property 

Administratio 

n 


✓ 


Mar 2018 

30 Dec2018 

Verified listing 
of properties 
Verified 
properties 
disposed 

V 



Property 

Administratio 

n 

Property audit 
and ownership 
verification 

Liaison with 
relevant 

Manager: 

Property 

Administratio 

n 

Manager: 


✓ 

✓ 

March 2018 

June 2018 

Verified listing 
of properties 
Increase in 

revenue 

V 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technics 

1 Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 



national and 
provincial 
government 
office 

Allocate 
accounts 
appropriately 
and service 
valid account 
holders 

Flousing 

Finance 

Department 










Fire & 
services 

Adjustment of 
the function to 
the 

Executive 

Manager: 

Community 

Services 

Fire and 
Disaster 
Manager 

Executive 

Manager: 

Corporate 

Services 

Chief 

Financial 

Officer 

✓ 



March2018 

31 May 2018 

Adjustment of 
function 


V 

District 

Municipali 

ty 

Obtain funding 
towards 
maintenance 
and servicing of 

Executive 

Manager: 

Community 

Services 

✓ 



March 2018 

30 Dec 2018 

Approved 
business plan 
Maintained 
equipment 


V 

Funding 

from 

Provincial 

Departme 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technics 

1 Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 


fire equipment 

Compilation and 
approval of 
business plan 

Manager: 

Fire and 
Disaster 
Management 
Chief 

Financial 

Officer 









nts 

(COGHS 

TA) 

Licensing 

Services 

Engage 

Provincial 
Department of 
Transport sign 
to sign the 

Service Level 
Agreement 

Executive 

Manager 

Community 

Service 

Manager 

traffic and 

licenses 

✓ 



March 2018 

April 2018 

Signing of the 
new SLA with 
improved 
benefits for the 
Municipality 

v 


Provincial 

COGHST 

A 

National 

Treasure 

National 

COGHST 

A 

Traffic law 
enforcement 

Improve law 
enforcement by 
issuing fines 
and collect 

revenue 

Manager 
traffic and 
licenses 

✓ 

✓ 


March 2018 

On-going 

Increase 
revenue Effectiv 
eness of 
administration 
of traffic fines 




mSCOA 

Progress report 
on 

implementation 
submitted 
monthly at 
management 
meeting and 
quarterly at 

MM, CFO, 

Senior 

Managers 

✓ 



March2018 

Monthly 

Quarterly 

Progress report 
presented 


□ 

Provincial 

Treasury 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

Timeline 

# 

(V - Tick) 

S M L 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technics 

1 Support 

Increase 

Revenue 

Reduce 

Expenditu 

re 



council 

meetings 











Transacting on 
all mSCOA 
compliant 
modules 

MM, CFO, 

BTO 

managers 

✓ 



March 2018 

On-going 

Integrated 
transacting on 
mSCOA 
compliant 
system 


✓ 

Provincial 

Treasury 
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8.8. Strategy Eight: Infrastructure and Service Delivery Improvements 


Focus Area 

Key Activities 

Person 

# 

Timeline 

Start Date 

End Date 

Measurable 

Impact 

Technical 



Responsible 

(V 

- Tick) 



Outcome 



Support 



(Title) 






Increase 

Revenue 

Reduce 
Expend it 
ure 






s 

M 

L 





Maintenance 

Draft 

Director: 


V 


March 2018 

Dec 2018 


V 


MISA 

plan for all 

maintenance 

Technical 


V 




Maintenance 

V 


DWS 

infrastructure 

plan for core 

Services 






plan 




services 

services 











Implementation 
of the 



V 


March 2019 

On-going 




Service 


maintenance 

plan 



V 

V 





V 

V 

Provider 











COGHSTA 

Water 

Services 

Authority 

Council 
Resolution 
Pursue process 
in accordance 
with Water 
Services Act. 

Director: 

Technical 

Services 

V 

V 

V 

V 

March 

18June 18 

May 2018 

June 2019 

Council 

Resolution 

WSA 


V 

V 

Service 

Provider 

Increase 

Engage the 
district to 
undertake 

Dirpr.tnr 




March 2018 

May 2018 

Report 




Bulk Water 
Supply 

Technical 

Services 




18 






groundwater 
Study and 
implement 
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Focus Area 

Key Activities 

Person 

Responsible 

# 

Timeline 
(V - Tick) 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



(Title) 







Increase 

Revenue 

Reduce 

Expendit 

ure 





S 

M 

L 





Improve 
infra¬ 
structure/ve h 
icles 

options 












Sign SLA with 
district on water 
services for FY 
18/19 





March 2018 

June 2018 

District engaged 
MIG approval 

Implementation 





Engage district 
to involve naledi 
municipality 
during the 
application 
process MiG 
Application 
Rehabilitate 
and replace 
pipelines 

Install bulk 
water meters 
Acquire 
vehicles 





March 2018 

May 2018 
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Focus Area 


Key Activities 


Person 

Responsible 

(Title) 


Timeline 
(V - Tick) 


M 


Start Date 


End Date 


Measurable 

Outcome 


Impact 


Increase 

Revenue 


Reduce 
Expend it 
ure 


Technical 

Support 


Monitoring of 
Bulk 

Electricity 

Supply 


Electricity 

Losses 


Integrated 
Service 
Delivery - 
Huhudi 


Install bulk 
meters 

Carry out 
electricity sales 
audit viz-a-viz 
Purchased vs 
Sales. 

audits of 
consumption 

Pursue DOE 
funding by 
submitting 
business plan 
Install smart 
pre-paid meters 

Negotiate with 
ESKOM. 

NERSA 

application 


Feasibility 
Study including 


Director: 

Technical 

Services 

Director: 

Technical 

Service 


Director: 

Technical 

Services 


MM/CFO/ 

Director: 

Technical 

Services 


V 

V 


V 

V 

V 


V 


V 


Vlay 18 


Jul 18 


Vlay 2018 


^pril 18 


Jul 18 


V *\pr 18 


Jul 18 


Jun 19 


Ongoing 


June 2019 


Sep 18 


Jun 19 


Jul 20 


Jun 19 


Stats 

Audit 


Audit 

Report/ 

Approval 

Installation 

Agreement 

Approval 


Report 
Agreement 
Tender award 
Commission 


Service 

Provider 


MISA 

Service 

Provider 

Serv. Prov. 
COGHSTA 
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Focus Area 

Key Activities 

Person 

Responsible 

# 

Timeline 
(V - Tick) 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



(Title) 







Increase 

Revenue 

Reduce 

Expendit 

ure 





S 

M 

L 





Revenue 
Enhancemen 
t economic 
stimulation - 
Solar Plant 

environmental 

impact 

assessment 

Power 

Purchase 
Agreement with 
ESKOM. 





Jul 18 

Jul 19 

Jun 19 

Jun 21 





Road 

Maintenance 

Road 

Maintenance 

Plan 

Pursue MIG 
funding for 
rehabilitation. 
Implement 
rehabilitation 
Implement 
budget and 
road 

maintenance 
plan after 
rehabilitation 

Director: 

Technical 

Services 

Director: 

Technical 

Services 

V 

V 

V 

V 

vlar 18 

lul 18 

lul 19 

Jun 18 

yiay 18 

Dct 18 

lul 22 

Ongoing 

Report 

Funds 

Appointment 

Budget 

Approval 


V 

V 

V 

V 

MISA 

COGHSTA 
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Focus Area 

Key Activities 

Person 

Responsible 

# 

Timeline 
(V - Tick) 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 



(Title) 







Increase 

Revenue 

Reduce 

Expendit 

ure 





S 

M 

L 





Information 
on Spatial 
Planning and 
Geographic 
Systems 

Acquire GIS: 
Budget 

Procurement of 
GIS and 
equipment 
Incorporation of 
other related 
new planning 
data. 

Digitize of 
existing data 

Director: 

Technical 

Services/ 

Dep. 

Manager - 
Town 

Planning 

V 

V 

V 

V 

/lar 19 

ul 19 

an 20 

Jan 20 

/Iay19 

Jec 19 

Ongoing 

Jun 20 

Approval 

Appointment 

Electronic 

Availability 

Electronic 

Availability 

V 

V 


District 

Municipality 

District 

Municipality/ 

COGHSTA 

Waste 

Management 

Conduct a 
needs 
analyses, in 
terms of 
equipment 
needed 

Replace and 
service waste 
trucks 

Executive 

Manager: 

Community 

Services 

V 



/larch 2018 

lun 19 

Operational fleet 



District 

Municipality 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

# 

Timeline 
(V - Tick) 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expendit 

ure 


S 

M 

L 

Liaise with 

T raffic 
Department 
regarding illegal 
dumping sites 

T raffic 

Department to 
monitor illegal 
dumping sites 
Conduct an 

awareness 
campaign 
regarding the 
illegal dumping 
sites (ward 
meetings) 

Executive 

Manager: 

Community 

Services 

Manager: 

Traffic and 

Licence 

V 



/lar 18 

lun 18 

Reduction in 
number of illegal 
dumping sites 

Increase 

revenue 


✓ 
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Focus Area 

Key Activities 

Person 

Responsible 

(Title) 

# 

Timeline 
(V - Tick) 

Start Date 

End Date 

Measurable 

Outcome 

Impact 

Technical 

Support 

Increase 

Revenue 

Reduce 

Expendit 

ure 


S 

M 

L 

LED 

Review 
Investment 
Attraction and 
retention Policy 
Develop LED 
strategy 

LED Officer 

V 



/lar 18 

June 2018 

Increased 

economic 

activity 

Reduction in 
unemployment 



Premiers 

Office 

COGHSTA 
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9. Annexures 


9.1. Annexure A: Financial Ratios 


It should be noted that the actual ratios reflected in the Annexure were arrived at using the audited 2014/15, 2015/16 and 2016/17 annual financial 
statements. The 2016/17 annual financial statements received a qualified audit opinion from the Auditor-General. The projections (targets) below are only 
indicative projections and the actual ratios will depend on the performance of Naledi Local Municipality over the outer years. The activities set out in the 
above detailed implementation plan will have to be implemented to achieve the projections (targets) reflected in the tables contained in this Annexure. 





Audited 

Audited 

Audited 


Projected 



Norm 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

FINANCIAL POSITION 









Asset Management/Utilisation 









1 

Capital Expenditure to Total 
Expenditure 

10%-20% 

19% 

13% 

11% 

10% 

10% 

11% 

11% 

2 

Impairment of Property. Plant and 
Equipment, Investment Property and 
Intangible assets (Carrying Value) 

0% 


0% 

0% 

0% 

0% 

0% 

0% 


Repairs and Maintenance as a % of 
Property, Plant and Equipment and 
Investment Property (Carrying Value) 


8% 


Debtors Management 


1 Collection Rate 

2 


95% 


Bad Debts Written-off as % of 
Provision for Bad Debt 


100 % 


Net Debtors Days 


30 days 


Liquidity Management 


1 


Cash / Cost Coverage Ratio (Excl. 
Unspent Conditional Grants) 


1 - 3 Months 


Current Ratio 


1.5-2:1 


Liability Management 


1 


Capital Cost(lnterest Paid and 
Redemption) as a % of Total 
Operating Expenditure 


6 % - 8 % 


Debt (Total Borrowings) / Revenue 


45% 
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Audited Audited Audited Projected 


Norm 

2015 

2016 

2017 

2018 

2019 

2020 

2021 


FINANCIAL PERFORMANCE 


Efficiency 


1 Net Operating Surplus Margin 


Net Surplus /Deficit Electricity 


Net Surplus /Deficit Water 


Net Surplus /Deficit Refuse 


Net Surplus /Deficit Sanitation and 
Waste Water 


Distribution Losses 


1 


Electricity Distribution Losses 
(Percentage) 


Water Distribution Losses 
(Percentage) 


Revenue Management 


1 


Growth in Number of Active 
Consumer Accounts 


Revenue Growth (%) 


Revenue Growth (%) - Excluding 
capital grants 


Expenditure Management 


1 

2 

3 

4 


Creditors Payment Period (Trade 
Creditors) 


Irregular, Fruitless and Wasteful 
and Unauthorised Expenditure / 
Total Operating Expenditure 


Remuneration as % of Total 
Operating Expenditure 


Contracted Services % of Total 
Operating Expenditure 


= or> 0% 
0 % - 15 % 
= or> 0% 
= or> 0% 



1 % 

N/A 

N/A 

N/A 


4% 

tJ A 
N/A 
N/A 


7% 

fj - 
fj - 

N/A 


= or> 0% 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 


N/A 



None 


= CPI 
= CPI 


30 days 


0 % 


25%-40% 


2%-5% 
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Audited Audited Audited Projected 


Norm 

2015 

2016 

2017 

2018 

2019 

2020 

2021 


Grant Dependency 


Own funded Capital Expenditure 
(Internally generated funds + 
Borrowings) to Total Capital 
Expenditure 


None 


6 % 


3% 


-18% 


-26% 


-23% 


- 20 % 


-19% 


Own funded Capital Expenditure 
(Internally Generated Funds) to 
Total Capital Expenditure 


None 


6 % 


3% 


-18% 


-26% 


-23% 


- 20 % 


-19% 


Own Source Revenue to Total 
Operating Revenue(lncluding 
Agency Revenue) 


None 


64% 


71% 


73% 


74% 


74% 


75% 


76% 


BUDGET IMPLEMENTATION 


1 

2 

3 

4 


Capital Expenditure Budget 
Implementation Indicator 


95%-100% 


100 % 


Operating Expenditure Budget 
Implementation Indicator 


95%-100% 


Operating Revenue Budget 
Implementation Indicator 


95%-100% 


Service Charges and Property 
Rates Revenue Budget 
Implementation Indicator 


95%-100% 
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